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Stocks Boom Up 
Stocks Crash Down 


Why make the costly mistake of 
thinking that you must “do some- 
thing’’ with every violent day-to-day 
fluctuation of the stock market? 
That’s sheer speculation! Dur- 
ing this past year, T. E. Rassieur 
subscribers have been sent just a 
few well-timed telegrams containing 
specific buying and selling advices. 

These vital telegrams, like all T. E. 
Rassieur bulletins and advices, were 
based on forecasts of trend move- 
ments, computed mathematically. 
Trading onlong-term and short-term 
trend movements may lack the thrill 
of day-to-day speculating, but it 
is safer. 

The essence of T. E. Rassieur Trend 
Interpretation Service is this: Buy 
and seil at or near the beginning of 
changes in trend. Trends are pre- 
dictable; individual stock movements 
are not. 

Learn how to better your invest- 
ment opportunities. Details, anal- 
yses, typical trading operations are 
shown in free booklet: “TREND 
INTERPRETATION.” Send for a copy 
today. 
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Trend Interpretation Service 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


*‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


20 LEADING AVIATION STOCKS 
This circular, prepared by Dunscombe 
& Company, members of the New York 
Stock Exchange, will be sent on request. 
(937) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Co., have prepared a fold 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


TREND INTERPETATION 
The above named booklet, prepared by 


T. E. Rassieur, will be sent free on re 
quest to interested readers. (992) 
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Working Principles 
reason why one equity is priced low, 
another high. 


The broker requires margin for his 
own protection, not for the specula- 


It is an obvious proposition that 
speculation requires a different tech- 
nique from investment. Only by 
distinguishing clearly between the 
two can we act rationally when 
profits or losses are to be taken. De- 
ceding the nature of a transaction 
before it is begun will prevent many 
disappointments. 

The stronger the urge to buy or sell 
stocks the more determined should 
be the effort to analyze it. We all 
share the impulse to get both feet in 
the trough when profits are easy. 
Let us avoid future indigestion. 

Sales are your company’s life 
blood, but working capital is its 
backbone. It must have both to 
survive and prosper. A proper bal- 
ance sheet makes tedious reading 
but is very informative. 

Future earnings have more to do 
with a stock’s price than current or 
past earnings, and the earnings trend 
is more important than the question 


whether the number of shares out- 
standing is large or small. 

A disinterested tip is rarer than 
a shy politician. Remember how 
many others may have heard it, and 
what precipitate sellers they will be 
when the selling begins. The “hot 
ones” will sooner or later do some 
scorching. 

It pays to be ahead of the crowd 
even when a long wait is necessary 
before events justify the action. Pre- 
fer to be wrong at first and eventual- 
ly right, rather than temporarily 
right, but finally left high and dry. 

Impatience, fear and greed are to 
be guarded against as much as poor 
judgment. Pay cash or buy on con- 
servative margin if you would guard 
yourself from these implacable ene- 
mies of rational thought. 

Percentage works both ways. A 
$10 stock often is more expensive 
than a stock selling at $100. With 
few exceptions there is a very good 


tor’s. Before you figure how much 
you can make by trading on a mini- 
mum margin, consider how much 
you can afford to lose. 

Traders frequently accept small 
losses or profits solely because of the 
fluctuation which creates them. The 
investor, on the other hand, is inter- 
ested in the causes back of the fluc- 
tuation and is not likely to succeed 
in competing with the trader for 
two-point moves. His actions should 
be logically motivated, never a flut- 
tering in response to market action. 

Past mistakes will contribute to 
future successes. Progress has al- 
ways been made thus, and can be 
again during the months to come, 
provided we put to work our added 
experience and perspective. Keep 
your working principles alive! 
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* * * 


Annual Dividend Forecast for 1938 


Part | in the Issue of January 29 
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Sateo stock of your problems. 
Aren't there some situations, 
either temporary or recurring, 
which could be eased by a con- 
trolled cash position? Let us ex- 
plain how we can help you. 
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OLLARS at Work... Every 
manufacturer, every 
wholesaler, would like to 

see that sign in front of his busi- 

ness establishment for the full 
twelve months of the year. 

When dollars are working busi- 
ness hums. When your dollars go 
on periodic sit-downs of 30-60-90 
days’ duration—to carry your cus- 
tomers’ accounts—you’re on a 
spot. Pay rolls may be difficult to 
meet. Perhaps you lose discounts. 
Perhaps your obiigations slip past 
due. Perhaps you miss selling de- 
sirable new accounts. 


KEEP CAPITAL LIQUID — 
AND WORKING 
Commercial Credit Company’s 


open account financing plan, 
operated on a “non-notification” 








basis, is designed to help you keep 
your dollars at work. 

Here’s how. You sell us all ora 
part of your receivables. You get 
immediately the cash you need. As 
a general rule, the cost is less than 
the normal discount you would al- 
low for cash, and your dollars stay 
as liquid capital in your business, 
rather than in your customer’s. 


CREDIT LOSSES STRICTLY 
LIMITED 


Our exclusive LIMITED LOSS 
clause guarantees you against all 
credit loss beyond a small agreed 
percentage. It is a new form of 
protection in open account financ- 
ing. It makes this modern, flexible 
type of sound, industrial financ- 
ing attractive to the most conser- 
vative business executives. 





NEW YORK 





CHICAGO 


COMMERCIAL CREDIT COMPANY 


BALTIMORE 


PORTLAND, ORE. 


SAN FRANCISCO 
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f, KennetH Burcer, Managing Editor: 
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|. As ~| HOW TO PROLONG A DEPRESSION ... Whatever 
han | the merits of New Deal economic planning, sound pri- 
Jal. | Yate planning is much more essential to our material 
stay welfare. This will necessarily be so as long as we rely 
esi on the capitalist system to produce our national income 
i and the revenues of government. Yet the present Gov- 


emment’s planning to date has persistently set up 
4 pitfalls for itself by making wise private planning exceed- 
ingly difficult. 

Look at the record of the past five years. In no simi- 


SS lar period of our history were there so many changes 
all in the laws affecting industry, trade, transportation, 
eed communication, banking, security markets, labor rela- 
of tions. In no similar period was there equal business 
ne- uncertainty as to future Federal policy. In no similar 
‘ble period were there such erratic fluctuations in business 
ne- volume and in security and commodity prices. 
er- It is now charged that business men showed bad 
judgment in the heavy forward buying of late 1936 and 
early 1937. Is that surprising? The business man cap- 
able of steering an unerring course through the fog with 
-_ which he has been—and continues to be—surrounded 





would have to be super-human. Unfortunately, there is 
no evidence that this political fog is to be lifted in more 
than minor degree. 

From the President’s recent public remarks, it is im- 
possible to define even approximately the business-gov- 
ernment relationship that he has in mind. One utterance 
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The Trend of Events 


suggests an “anti-monopoly” drive to enforce vigorous 
competition. Another hints at the opposite philosophy 
of an NRA type of business-government cooperation. 
Today an economic recovery is of more vital importance 
to all of our people than any conceivable additional 
reform, however worthy. Continued over-emphasis on 
remaking the social order can only be a threat to recov- 
ery. We have had too much reform jammed into too 
short a period. The country badly needs a lengthy mora- 
torium on politico-economic experimentation. The wise 
social crusader knows enough to halt and consolidate 
his gains. That is not reaction, but sane progress. 


THE UTILITIES LOSE ... A recent decision of the 
Supreme Court upholds the right of the Federal Gov- 
ernment to lend and donate public funds to finance 
municipal power plants. A second decision appears to 
open the door to a new legal philosophy—along lines 
desired by President Roosevelt—in arriving at the valu- 
ation of utility properties for rate making purposes. This 
is a double defeat for the utilities and there are prob- 
ably more defeats to come. The retirement of Justice 
Sutherland will permit Mr. Roosevelt to appoint an- 
other New Deal adherent to the Court, assuring a lib- 
eral majority. Thus, the long awaited test of the validity 
of the Public Utility Holding Company Act of 1935 
very likely will result in an Administration victory. 
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We have long doubted that a solution of the utility 
problem lay in the courts. Whatever the interpretation 
of the Constitution, a sovereign government, if it 
chooses, can find ways and means of wrecking any in- 
dustry. This is not to say that what is legal is for that 
reason sound public policy. It would be legal for the 
Government to triple present corporate income tax 
rates, but it would not do so unless it wished deliber- 
ately to destroy our profit system. In our opinion, the 
Government’s utility policy is neither just nor genu- 
inely in the longer public interest, but utility lawyers 
will not upset that policy. The only defense left for 
the utilities is the court of public opinion. They must 
come before it with spotless hands if they expect a sym- 
pathetic hearing. Meanwhile their bargaining position 
as they attempt to negotiate a peace with the President 
has been decidedly weakened. 


PERFECT RECORD MAINTAINED .. . Last April the 
President forecast a Federal deficit of $418,000,000 for 
the present fiscal year. In October the figure was re- 
vised upward to $695,000,000. Now it has been revised 
upward again to $1,088,000,000. Thus the New Deal 
record of under-estimating deficits, begun early in its 
career, is maintained inviolate. Both the record and the 
economic trend suggest that the latest guess will prove 
under the mark when the Treasury foots up its position 
on June 30. 

It is not generally realized by the public that Federal 
deficits up to pproximately $1,000,000,000 a year are 
no longer infla ionary. This is because the difference 
between cash income and cash outgo is not now being 
met by borrowing from the banks—which would inflate 
bank deposits—but by utilizing the Social Security rev- 
enues and by sale of United States savings bonds to 
private investors. Payment for such bonds is made out 
of existing bank deposits. The Social Security taxes, 
which in time will be the most burdensome of all taxes 
on industry and workers, are deflationary, as is all 
taxation. There has been no material decline in Gov- 
ernment spending and none is likely. The only differ- 
ence is a change from an inflationary to a deflationary 
method of getting the money. 


BUSINESS BUYERS CAUTIOUS... . When things look 
black it is human to grasp any straw of hope, however 
slim. With business activity and prices declining rap- 
idly a few weeks ago the one note of optimism most 
frequently sounded was the thought that inventories 
were being worked off and that the turn of the year 
would bring more confident demand for commodities. 
It has not worked out this way, at least not yet; al- 
though business volume is, of course, a bit above the 
extreme low recorded in the final week of 1937. While 
inventories of some types of goods have been reduced, 
in others—notably raw materials in producers’ hands 
and durable goods such as automobiles, radios, ete.— 
inventories remain burdensome. By and large, purchas- 
ing agents are cautious. 


It is worth noting that it required a public statement 
of the position of General Motors’ inventories by that 
corporation’s chief operating officer to bring home gen. 
eral realization that we cannot look to near-term inven. 
tory replenishment as an important business stimulant, 
In the flood of economic statistics made available by 
government and business, the most important lack js 
complete and timely information on inventories. |t 
would be a most valuable tool for business men and 
economists if the Department of Commerce would gather 
and publish such information, covering major types of 
goods in inventories of producers and retailers at stated 
periods, whether monthly or quarterly. This is a hint, 
Secretary Roper! 


THE I. C. C. LECTURES ON RATES... Jealous of its 
independence as a quasi-judicial body, the Interstate 
Commerce Commission evidently has been irked by 
private and official pressure aimed at inducing its 
prompt and favorable decision on the pending appli- 
cation of the railroads for an increase of 15 per cent 
in freight rates. In its annual report to Congress the 
Commission took occasion to assert that its mind is 
open on the pending issue, but to point out that rail 
transportation is now a competitive industry to a con- 
siderable extent and that “no competitive industry can 
work out its salvation through a price-raising policy 
alone.” 

No one ever said otherwise, but it was the Commis. 
sion itself which only a few months ago publicly ac- 
knowledged that existing rates were inadequate to 
provide a reasonable return on the rail investment; and 
it was the Commission itself which recognized that the 
problem of competitive rate slashing between railroads 
and motor truckers would have to be dealt with; and 
it was also the Commission which virtually invited the 
railroads and the motor trucking industry to get to- 
gether in a move for joint increase of rates. It is pre- 
cisely such a move that the railroads and the motor 
trucking industry have made. 

As for the Commission’s suggestion of economies to 
be found in “co-ordination” of rail facilities and oper- 
ations, the answer is that any such savings that could 
be made under present law—with the consent of the 
rail unions—would not begin to offset the higher oper- 
ating costs that have been foisted on to the railroads 
by forces beyond their control and also beyond the 
power of the Commission. For all common carriers on 
land and water a restoration of a rate structure which 
will permit them to survive and enjoy a decent credit 
status appears in order. 





THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 406. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. 

Monday, January 10, 1938 
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BY CHARLES BENEDICT 


SAVIOURS OF THE PEOPLE 


‘ 
T. save the world has been the dream of many, but 
few have been big enough and of the required leadership 
caliber to accomplish this noble aim. Dreamers of libera- 
tion from poverty to a life of Utopian abundance and 
happiness are among the young who do not know life as 
it is lived. It is a task only for the more mature who 
understand humanity—its weaknesses—its emotions— 
its mental capacity. 

And even under this type of leadership, the habits 





developed in the business of living have frequently been 


responsible for failure. The shortness of the span of 
life. the inability of nerve and flesh to stand the strain— 
has often prevented realization. 

Thus it is, that the social upheaval we are experienc- 
ing in this generation undermines in a short space of time 
the very people it aims to save—and gradually tears 
down the rest. While with it goes the beautiful in cul- 
ture and art that benefit all mankind and which has 
taken many generations of great effort to bring to a high 
jpoint of development. 

Our Saviours start out merely to correct abuses—but 
they destroy everything by the speed with which they 
Thus, the lack 


havoe with the souls and lives of all of us. 

Lenin’s dream of Communism—an impos- 
sible state because human beings are not 
ideal—has resulted in one of the greatest 
tragedies in history for the lowly and poor. 
‘Stalin, who rose to power on Lenin’s death. 
has betrayed all mankind by his enslave- 
ment of the Russian people. 

The mighty German race, whose genius 
and culture was the admiration of the world, 
is sinking into poverty and brutality. Now 
that he is in complete control, with the 
powers of life and death, Hitler attributes 
‘God-like qualities to himself. And, today, 
the masses live anxiously from one edict to 
another, their food curtailed, their lives in 
a vise. 

In Rome, Mussolini with his foot on the 
neck of the Italian people, is so carried away 
by his personal ambition to rule the world 
that he will fight for Empire so long as there 
is a single Italian left. 


Gendreau 
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In our own country, there is Franklin D. Roosevelt. 
who felt inspired to save us only a few short years ago. 
And we elected him to do it. What luck, we thought! 
Unlike the European leaders, here was a man of the 
world—of wealth and position—whose attitude toward 
life had not been warped by the bitterness of exile, im- 
prisonment, the struggle against poverty and class envy 
Here was a man who should know that all the virtues 
are not found among the poor nor all the vices among 
the rich. 

We gave him every support and every means t 
adjust a system that had become disarranged through 
the excesses of a boom. And now, after five years of 
patience and cooperation, we find Mr. Roosevelt is still 
offering paternalism to the people—that prerogative of 
the rich man. He is as far away from accomplishing 
what he set out to do as he was at the beginning. 

The difficulty seems to be that his plan has becom 
more important than his objective. He cannot sink his 
ego, so that thé common people he professes to love may 
benefit. We find him a politician rather than a leader 
of men. He makes political adjustments and concessions 
to gain support for his (Please turn to page 470) 
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What's Ahead for the Market 


3 eee 


jo stock market’s performance thus far in the new 
year has been encouraging. Indeed, in its technical 
aspects, the rally has looked more convincing than any 
similar upturn in many weeks. 

Yet the immediate speculative outlook is subject to 
more than average uncertainty. For one thing, the 
market is again bumping along at the 129-130 level in 
the Dow-Jones industrial average, that bible of the 
short-swing traders. Up to the present 
every rally since the second week of 
November has failed to carry on above 
that resistance point. Moreover, since 
October 19 five trading rallies—the 
present one being number six—have 
been promptly followed by reactions 
running from 9 to 23 points in the in- 
dustrial average. For another thing, 
in the immediate offing there is more 
thunderous invective coming up from 
New Deal politicians whose remedy 
for the depression appears to be an 
attempt to blame it on an unnamed 
minority of big business men. 

In this setting it would seem the 
prudent thing for us to defer express- 
ing any opinion as to the near term 
speculative outlook—but we are going to stick out our 
neck. We have a conviction—call it hunch, if you will— 
that the market will surmount its immediate difficulties 
and work higher over the near future. 

The most impressive thing about the rally which got 
under way on December 30 has been the marked increase 
in the number of stocks participating in the rise. On 
this movement to date the number of stocks showing 
net advance per trading day has been 470, while declines 
have averaged 149 per day and new lows have averaged 
10 per day. Comparing this with the immediately pre- 
ceding rally—that from December 14 to December 21— 
advances averaged 323 per day, declines were 288 per 
day and new lows averaged 30 per day. 

In its bearing upon both the short-term and _inter- 
mediate trends, the breadth factor throughout the past 
year has proved a more reliable technical indicator than 
the price swings in the Dow-Jones averages. On the 
present rally this indicator has given us a more favor- 
able reading by far than on any upturn since last July. 
Additional, although less decisively favorable, technical 
indications have been rising volume on the rally and 
shrinkage of volume at every pause in the advance. 

In our previous analysis we sought to explore the 
possible reasons why the long predicted intermediate 
recovery had failed, up to that time, to put in its appear- 
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MILLER 


ance. It is now apparent that we omitted one impor- 
tant factor which, however, could not have been ac- 


curately measured when that article was written—tax ° 


selling. Only during the last two trading sessions of 
1937, when tax sales were made on a cash basis and so 
recorded on the tape, was it possible to appraise this 
influence. We knew, of course, that such selling had 
been heavy, but the veritable flood of tax sales at the 
close of the year proved a surprise to 
all observers. 

It appears quite certain that tax 
selling must have been a heavy weight 
on the market throughout December. 
Now that this pressure has been lifted, 
we believe the chances favor the type 
of substantial January rally that has 
been the normal expectation for many 
years, whenever the fourth quarter had 
seen sharp decline. 

We have also previously hazarded a 
suspicion that one big trouble with the 
market in December was the virtually 
unanimous bullish opinion ef the gen- 
eral run of professional analysts. Such 
unanimity often manages to double- 
cross itself, proving wrong as to the 
scope or timing of the expected price movement. Accord- 
ingly, we are pleased that present professional opinion is 
decidedly. mixed and that sold-out bulls are raising a 
chorus of bearish voices. 

Lest we mislead our readers into over-optimism with 
the hopeful note of this appraisal of the nearby outlook, 
we hasten to say that we have no idea how far or over 
what duration of time a rally can run at the present 
time. Assuming there is a recovery sufficient to provide 
worth while profits for short-term traders, it would 
nevertheless be hazardous to attach any significance to 
it from either an investment or a longer-range specu- 
lative point of view. If the present advance penetrates 
the 130 resistance level in the Dow-Jones industrial 
average with a continuing favorable breadth factor, we 
think it a reasonably good bet that well situated indus- 
trial issues will attain prices representing cancellation of 
somewhere between 40 and 50 per cent of the ground 
lost in the August-November decline. 

The duration of such an intermediate rally would 
depend largely on its speed. Should the advance be 
relatively fast, it might run into trouble before the close 
of January. Should it proceed cautiously, it might run 
well into February. The main point we wish to empha- 
size—of especial importance to anyone considering 
either investment or longer-range speculative purchases 
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The immediate setting favors additional rally. We recom- 


mend only short-term trading purchases, however, believing 
that the shrinkage of corporate earnings will have to receive 
increasing attention before many more weeks have passed. 


2 i 


—is that there is no present basis for an assumption 
that a new bull market has started or for an assump- 
tion that we have seen the last opportunity to pick up 








earnings, how cheap, for example, are the currently 
favored steel stocks? The industry is operating at a bit 
over 25 per cent of capacity. A rate double this figure 


1X 
of bargains for longer retention. would not produce earnings over which either investors 
0 In short, while hopeful as to the early future, we be- or speculators could enthuse. For the heavy steel com- 
is lieve it prudent to look forward with skepticism as to panies a rate over 80 per cent of capacity would be 
d what may happen in February or March. Even if busi- required to match the earnings of the first nine months 
e ness activity shows no further decline and even if—as we of last year. 
Oo anticipate—developments in Congress are moderately Conceding that the trend of earnings is a more posi- 
encouraging, we would nevertheless defer longer-term tive speculative influence than the size of earnings at 
x purchases of common stocks, pending some kind of a any given time, we nevertheless cannot escape the con- 
t test of the price level during the winter or early spring. viction that before spring earnings and earnings pros- 
.. It is very easy, in the existing setting, to fall into the pects will be receiving much more close attention than 
I, error of appraising stocks on the basis of 1937 earnings, at present; and that after rallying tendencies in a specu- 
e which in numerous instances have been highly favorable lative market have run their course, some time in the 
5 despite a dismal fourth quarter. But when you search weeks ahead, numerous stocks will be subject to sober 
7 for a stock that you are willing to hold for an extended reappraisal on a basis more tangible than hope. 
| time, ask yourself this question: Is it attractively priced Meanwhile current sentiment is getting help from a 
in relation to probable earnings for the first half of 1938 firmer tone in both commodity prices and the bond 
: or to possible earnings for the full year 1938? market, as well as from a modest improvement in busi- 





Bear in mind that, unless some dynamically infla- 
tionary factor is introduced into the picture, recovery 
from a serious depression is always relatively slow. 
Business activity and stock prices usually come down 
faster than they go up. Relative to prospective 1938 


ness activity. The latter, however, merely represents a 
rebound from the extremely sharp decline registered in 
the closing week of 1937, when the composite business 
indexes touched a low some 30 per cent under the peak 
of the New Deal recovery. 
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When you see private money going back to work or 


the Government throwing its credit resources into the 


breach, then you can look for sustained recovery. 


The Key to the Business Prospect 


BY LAURENCE STERN 


= sagged to a new low of depression in the final 
week of 1937, business activity at the moment is show- 
ing modest improvement. The January performance to 
date conforms with the seasonal precedent of many 
years. Nobody on earth—in or out of business; in or 
out of government—can forecast whether this is any- 
thing more than a ripple in the tide. 

Some observers boldly assert the depression is over, 
that maladjustments within the business structure have 
been sufficiently corrected and that, because the slump 
has been so fast, recovery should be proportionately 
prompt. Others hold that, while the worst may have 
been seen, business volume will remain at a seriously 
depressed level for months to come. These are guesses 
pure and simple. 

Always in a depression our economic and _ political 
doctors disagree as to what the patient needs. At pres- 
ent—as ever since March, 1933—the political doctors 
are in the commanding position. If they have decided 
specifically what they intend to do it is not evident. From 
official voices at Washington today there arises a verita- 
ble bedlam of confusing and contradictory utterances. 


Confusion at Washington 


On one day it appears that the New Deal intends to 
make a drive against “monopoly” and abuses in Big 
Business. On the following day it is hinted that what 
the President really has in mind is government-business 
cooperation somewhat along N RA lines. One political 
doctor urges price readjustments; another wage readjust- 
ments. One calls for a balanced Federal budget; another 
for more pump-priming. 

In this confusion one basic fact stands out in glaring 
light: namely, that our economic system is now with- 
out the driving force of either Federal pump-priming or 
adequate private investment. Without either it is, of 
course, possible to have a minor rebound in business 
activity, bringing radically reduced production into 
closer line with current consumption. But without one 
or the other, a recovery of major proportions is utterly 
impossible. 

In any depression the investor and the business man 
will find it extremely difficult to distinguish between 
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causes and effects. Always there are coincidental causes 
which tend to obscure the significance of the primary 
cause. One will not go wrong, however, in keeping in 
mind that there has never been a major economic slump 
in the modern history of this country that was not pre- 
ceded by a deflationary change in the credit picture. 
This slump is no exception to that rule. 

The driving force in the New Deal recovery was a 
vast expansion of bank money, brought about by deficit 
financing. That expansion was deliberately terminated 
in the summer of 1936. Moreover, its termination was 
followed by successive increases in member bank te- 
serve requirements, with the purpose of curbing potential 
private credit expansion. In retrospect it is obvious that 
these deflationary steps were taken at a time when 
neither private credit nor private savings were being 
employed in anything near the degree required to main- 
tain the recovery. 

To debate “monopoly,” prices, wages and purchasing 
power—as Washington is doing—while studiously ignor- 
ing a tremendous deflation of bank credit and virtual 
cessation of new corporate financing is absurd. From 
their respective peaks, total investments of member 
banks have now been deflated approximately $2,100.- 
000,000, total loans by approximately $650,000,000 and 
net demand deposits adjusted—the working balances of 
business men and consumers—by $1,140,000,000. 

All economic history indicates that a bank credit de- 
flation of the scope of that initiated in July, 1936, would 
inevitably be followed by some kind of a market and 
business slump, regardless of balanced wages, prices and 
purchasing power and regardless of whether every cor- 
poration had or did not have a “monopoly” in its field. 

In the writer’s opinion, the most significant clue to 
the recovery that we all desire is likely to be found in the 
monetary-credit picture. For temporary periods the 
trends of industrial production, the stock market and 
commodity prices may be independent of monetary- 
credit factors, but not for any extended time. In coming 
weeks, as investor, speculator or business man, you will 
be anxiously watching the charts of business activity, of 
stock prices, of commodity prices. You will feel better 
if they rise, but they only tell you what has happened. 
Often, especially in a major deflation cycle, such a re- 
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bound has no enduring significance. It was so in the 
winter of 1929-1930 and the winter of 1930-1931. 

On the other hand, if you see clear evidence that 
money—private money or Government money—is get- 
ting back on the job, you will have a sound and reliable 
basis for concluding that before long men and machines 
will again be employed. 

As this is written, member bank investments are at 
approximately the same level as last October, suggest- 
ing that liquidation has terminated. With excess re- 
serves rising and banks under resultant urge to obtain 


earning assets, it is probable that their investment hold- 


ings will tend to expand. This should make for firm or 
rising prices for high grade bonds, a prerequisite for more 


active corporate financing. Initially, any such financing 


is likely to be confined to refunding operations by cor- 
porations enjoying a strong credit rating. For such a 
movement to develop into business-generating new capi- 
tal flotations at even a fairly good fraction of the aver- 
age annual rate of the years 1923-1929 would, at best, 
require an extended time, a major revival of business 
and investment confidence and a much stronger market 
for second grade bonds and for stocks than is now in 
sight. 

There is scant prospect of any substantial expansion 
of aggregate bank loans during the first quarter of this 
year. On the favorable side, however, such loans already 
are so low that significant additional deflation from this 
quarter can be put out of mind. As of the week ended 
December 29 total member bank loans were at approxi- 
mately the level of 1933 and substantially lower than 
the average level of 1932. 

With expanded bank investments offsetting static or 
declining loans, the chances are that total loans and 
investments—as well as demand deposits—will show no 
significant change over the next two or three months, 
but with moderate expansion more likely than decline. 

All of which amounts to saying that as far ahead as 
we can see at the present time it appears improbable 
that the recovery cause will get either a deflationary 
kick in the pants or an inflationary lift from privately- 
initiated changes in the monetary-credit picture. This 
might permit business to drag along a bit above the 
depression bottom, but a dead-center impasse in the 
monetary-credit factors is not enough for recovery. We 
need an impulse to push us out of it into the benign 
upward economic spiral. 

Beyond any reasonable question, that impulse can 
only come from Washington. It is Washington that has 
scared the wits out of capital. It is only Washington— 
whether the President or Congress—that can resolve the 
fears of capital. Utopian talk of unselfish cooperation 
between government and capital will not put a single 
unemployed man to work. No thinking person ever 
denied that capital is selfish—inevitably and properly so. 
What is the profit motive if not self-interest? What is 
our capitalist system if not self-interest striving for aig 
That kind of selfishness built America and created : 
living standard which the New Deal has yet to reca am 
for our people, much less surpass. 

Yes, Washington holds the key—not inventories, 
prices, wages, consumer purchasing power, the business 
indexes or the trend of stock prices over the next couple 
of months. This Administra- (Please turn to page 464) 
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y/ As the regular session opens, hopes turn 
from the White House to Capitol Hill 


Will Congress 


Aid Reeovery? 


BY RAY TUCKER 


Tue struggle for domination between President Roose- 
velt and Congress during the current session has assumed 
a grimness which was not evident even in the historic, 
hand-to-hand battling over the Supreme Court. The 
man in the White House is furious over the failure of the 
last two overwhelmingly Democratic bodies to enact his 
four-point program, and he is determined to show that 
at last they have met their “master”—a familiar chal- 
lenge. He also believes that powerful business forces 
have entered the lists against him on Capitol Hill and 
elsewhere, and it would delight him to wrest a victory 
over them in the 1938 rough-and-tumble. 

He has already applied intense heat to both political 
and industrial recalcitrants, for such he regards them 
to be. In his opening message, which was temperate in 
tone but vouchsafed no surrender on New Deal funda- 
mentals, he definitely charged that his own party mem- 
bers had repudiated platform pledges in failing to pass 
the wages-and-hours measure, and in refusing to propel 
other major bills towards his outstretched hands. Not 
since Theodore Roosevelt has a Chief Executive used 
the birchrod so strenuously on his own kinsmen. 

Through his two “Charlie McCarthys”—Messrs. Jack- 
son and Ickes—he sought to propagandize the idea that 
private business and industry precipitated the recession 
solely to discredit him. Behind the strategy lies a desire 
to arouse public sentiment to such a pitch of indignation 
that it will force Congress to follow him around as dot- 
ingly as it did in early 1933. Both assaults, it should 
be noted, were delivered at a time when members were 
home for the holidays, and presumably more amenable 
to crossroads reaction. 

Against this thrust business has vigorously reacted. It 
maintains that Mr. Roosevelt’s economic, financial, 
social and labor policies have simply harvested the taste- 
less fruit which cultivators in private vineyards predicted 
at planting time five years ago. They contend that 
uncertainty deriving from the Government’s anti-busi- 
ness attitude is primarily responsible for today’s dol- 
drums. Whether concertedly or not, they are appar- 
ently convincing many people that there will be no work 
to do if there are no profits to be earned. 

It is, Washington suspects, this sudden decision to 
retaliate against the “master” which infuriated the 
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President to such a degree that he called off his Christmas 
Eve flirtation with bankers, manufacturers, utility men, 
etc., and threw the merry mistletoe in the ashcan. It 
irked him to note that business no longer intends to 
play the role of innocent and invisible bystander when 
its life may be at stake. 

Thus the recession —and the recriminations — have 
tossed a new and unpredictable element into the squab- 
bles which have marked the relationship between legis- 
lative and executive branches almost since the 1936 
election. What the Congress will do may depend upon 
whom it believes—Mr. Roosevelt or Mr. Manufacturer. 
Every member except those from rock-ribbed, Demo- 
cratic districts recognizes that his seat stands in danger 
unless the steadily increasing lines of unemployed can 
be checked. If only for selfish rather than statesmanlike 
reasons, the majority are pathetically sincere in their 
desire to furnish a quick and painless remedy for the 
country’s ills. But the legislators face the dilemma of 
a patient confronted by two entirely different diagnoses 
from rival physicians. 





Mistrust Back Home 


Nevertheless, the 531 honorables have proved to their 
satisfaction that Mr. Roosevelt is not invincible on 
Capitol Hill. They think, especially since business began 
to slow down, that they detect some mistrust of his 
methods among their constituents. On their holiday 
tour only a few discovered that it might be fatal, poli- 
tically, for them to persist in their critical attitude 
toward the more controversial portions of his program. 
Most important of all, perhaps, they got the distinct 
impression that home folks were anxious for a less hostile 
attitude toward industry than the Administration has 
exhibited. Flat pay envelopes appear to have made 
the voters more realistic. 

Indeed, the public response to the Jackson-Ickes blasts 
was so unfavorable that Mr. Roosevelt toned down the 
first draft of his January 3 address. Moreover, Ad- 
ministration aides like “Uncle Dan” Roper and “Charlie” 
West diligently spread the advance rumor that the 
speech would proffer not only an olive branch but the 
entire tree. Mr. West buttonholed members on the 
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opening day to assure them that the President did not 
want his remarks on “concentration of economic con- 
trol” to be interpreted as a full indorsement of earlier 
tirades. So successfully did they spread the glad tidings 
that several correspondents relayed the cheerio stuff 
before they had seen the message. It was this interpre- 


” 


tation of the document as a “conciliatory” gesture which 
affected the thinking of all except those who gave more 
than superficial study to the President’s words. 

The members themselves are grumbling in a new key. 
The complaint heard most frequently in the cloakrooms 
is that after almost five years of reform and regulation, 
and after the expenditure of $18,000,000,000 to prime all 
pumps in sight, Uncle Sam is almost right back where 
he started from insofar as the number of unemployed 
in the Biggers count reflects general conditions and 
future outlook. The chorus voices a disillusionment 
among men who underwrote the President’s 1933-1936 
program without question, and it is bound to affect their 
consideration of present requests. 

There is another force operating to the disadvantage 
of the White House. Only a few die-hards profess to 
disagree with Mr. Roosevelt’s underlying objectives— 
everybody detests poverty and yearns for “the more 
abundant life’—but the men who make the laws are 
beginning to realize that methods are all-important when 
government tinkers with business. 

That may seem to be a trite discovery, but it assumes 
awe-inspiring aspects when you remember the mis- 
shapen measures which once departed from and returned 
as law to the White House desk between teatime and 
dinnertime. Thus the members will be even more con- 
scientious, even captious, in their scrutiny of methods 
for lightening the tax load, controlling farm surpluses, 
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stabilizing wages and hours, promoting a public power 
system, streamlining the exeeutive engine. 

Under such pro-and-con influences the likelihood is 
that the session will result in a stalemate. It is extremely 
doubtful if the President will win any major request, 
and most assuredly not in their original form. Indeed, 
he has already hinted that he will accept compromises 
if they are essential to passage in either chamber; he 
has prepared a line of retreat. On the other hand, the 
violently pro-business bloc will fall somewhat short of 
accomplishing their purpose of freeing industry of all 
handicaps. 

Even so, such an outcome will be a gain in that it 
will reflect a growing spirit of independence on bread- 
and-butter issues in a reelection year, and a recognition 
that the government cannot carry the economic load 
alone—or forever. Congress, in short, may admit busi- 
ness as a member of what has been as closed a corpora- 
tion as some of the “trusts” Mr. Jackson catalogues. 

There will be almost no chance, for instance, of revolu- 
tionary revision of the anti-trust statutes. For one thing, 
the boys and girls place little stock in the contention 
that the principal factor in raising prices has been 
monopolistic devices. Congress may supply more funds 
for investigation by the Federal Trade Commission and 
prosecution by the Department of Justice. It may, con- 
ceivably, approve the Attorney General’s proposal that 
certain clearly demonstrated practices—collusive bid- 
ding—be deemed to be prima facie evidence of the 
existence of price control—sufficient for an indictment 




















Wide World 


The President delivers his annual message to the joint session of Congress 


hut not for conviction unless bulwarked by facts. 

Mr. Jackson will muster strong support for an amend- 
ment holding that the “economic effects” rather than 
the “evil intent” of alleged monopolies become the court- 
room test of the realities. It is likely to pass if ever its 
sponsors can fix factual and measurable standards for 
the application of such a law. The O'Mahoney licensing 
scheme will attract a great deal of notice, and such a 
statute may some day be written on the books, but 
hardly at this session. It is too provocative, too all- 
embracing. and too few members have taken time out 
to study it. 

Even Mr. Roosevelt grants the need for modification 
of the un‘listributed surplus tax, but the substitute now 
in preparation simply shifts the burden from small to 
large corporations. The President insists that any loss 
of revenue from Peter be provided by taxing Paul more 
heavily. There is vague talk that great companies whose 
stock is widely distributed shall be treated more gener- 
ously than those in which a family or small group hold 
controlling interests. Such a weapon would obviously be 
aimed at the Administration’s three “hates”—Henry 
Ford, the Mellons, the du Ponts. The strategy dove- 
tails with the recent onslaught on corporate bigness, and 
it may succeed if the little fellows are given sufficient 
relief. 

In his message the President revealed his concern 
with this problem, and the correctives he may cook up. 
Although he conceded that “concentration of economic 
control” is a social error rather than a “specific abuse” 
susceptible to legal action, he seemed to sanction puni- 
tive taxation as a handy remedy. 

“The ownership of vast properties or the organization 
of thousands of workers,” said Mr. Roosevelt, “creates 
a heavy obligation of public service. The power should 
not be sought or sanctioned unless the responsibility is 
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accepted as well. The man who 
seeks freedom from such re- 
sponsibility in the name of in- 
dividual liberty is either fooling 
himself or trying to cheat his 
fellow-men. He wants to eat 
the fruits of orderly society 
without paying for them.” 

The President will undoubt- 
edly suffer his most serious re- 
verse in his efforts to set up a 
1938 version of N R A. No 
wages-and-hours bill will even 
approach a vote unless and until 
it is stripped of the regulatory 
features which forced its recom- 
mittal in the House at the spe- 
cial session. The present pros- 
pects are that the utmost Mr. 
Roosevelt can obtain is a pro- 
hibition of child labor (below 16 
years of age), and the fixing of 
maximum hours of work at 
either 40 or 44 per week, with 
allowance for a longer work- 
week under seasonal stress. 

Mr. Roosevelt himself has 
shifted radically on the prob- 
lem of wages. In order to appease the rebellious South 
and Main Street, he has conceded that there must be dif- 
ferentials as to classes and locations of industry. But the 
corollary of such a system is an administrative board at 
Washington vested with plenary power to determine the 
size of the pay envelope in every plant and hamlet in 
the United States. In its present mood, and in memory 
of the N L R B and Guffey Coal Commission, the 
Congress will never agree to such an agency of bureau- 
cratic and centralized control. It is highly probable, 
therefore, that any law enacted will not mention money. 

As this is written, it appears that the farm bills, which 
were among the weirdest concoctions dished out in years, 
will emerge as a comparatively decent scheme. With the 
exception of a Senate clique, which forced compulsory 
provisions and parity prices into the upper chamber’s 
product, the legislators distinctly favor voluntary restric~ 
tion based on the more moderate soil conservation idea 
rather than the hit-and-run, payment-and-penalty sys- 
tem outlawed by the Supreme Court. 

Another wholesome sign is the insistence of confer- 
ence managers that locally elected committees operate 
the new machinery rather than officious A A A-ers at the 
Capital. In short, the new scheme may embody three 
essentials which its predecessors lacked—namely, volun- 
tary reduction of acreage, local self-rule, greater 
economy. Therein lies at least a philosophical advance, 
though not a full return to economic sanity. 

Mr. Roosevelt—like the Old Guard—never surrenders, 
but his failure to mention power in his message baffles 
New Deal electricians. The answer is that the President 
knew it would be worse than hopeless to renew his 
recommendation for sprinkling the hillsides with seven 
more T V A’s. Even the patron saint of power—Senator 
George W. Norris—sadly concedes that his grandiose 
dreams will not come true— (Please turn to page 461) 
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Selected by THE MAGAZINE OF WALL STREET STAFF 


VY. present herewith a group of common stocks which 
in our opinion should stand out in the market of 1938 
from the standpoint of price appreciation. 

These companies have been selected with particular 
reference to industrial prospects over the next 12 months. 
We have given consideration to such special develop- 
ments as extensive home building, the armament pro- 
gram, inflation possibilities and to those industries which 
should do well under general business improvement. 


Great emphasis has been given to demonstrated earn- 
ing power and the possibilities of its further expansion. 

The stocks in this list are not all of the same caliber 
nor are they subject to the same influences. For this 
reason a modest stake in each one in the group is prob- 
ably to be preferred to a large commitment in any single 
issue. Of course none of them should be purchased for 
long term holding until the Market Article, which ap- 
pears in every issue, advises investment buying. 





Recent Price 


Sherwin-Williams Company ...........-.--eeeeeeeee 84 
General Electric Company ...........-.---++eeeeeeee 43 
International Harvester .........---..seeeeeeeeeeees 66 
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Sherwin-Williams Co. 


There are many companies in this country which 
combine paints or painters’ materials with other activi- 
ties, but, if it is paint and paint only that one wants, 
then the Sherwin-Williams Co. stands at the head of 
the list. Producing its own raw materials, including 
the operating of lead and zinc mines, the operating of 
a linseed oil plant and the manufacture of its own tin 
containers, this company blankets the paint and finish 
field. Output runs all the way from old-fashioned lead 
in oil paints to the new synthetic varnishes. 

For the fiscal year ended August 31, last, Sherwin- 
Williams reported a net profit of $6,034,955, after inter- 
est, depreciation, depletion and other charges. This, 
after dividends on the preferred stock, was equivalent 
to $8.41 a share on the outstanding common stock and 
compared with $6.18 a share for the previous twelve 
months. Except for an insignificant mortgage, the com- 
pany’s capital liabilities consist solely of 633,927 shares 
of common stock of $25 par value, ahead of which there 
are 137,139 shares of 5 per cent cumulative preferred 
stock of $100 par value. Out of the earnings of $8.41 
a share reported for the last fiscal year, stockholders 
received $6 a share in dividends. The stock is currently 
selling on the New York Curb Exchange for about $84 a 
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share, twelve points above its low of the past year and! 
some 70 points below its high. 

Although the business of the Sherwin-Williams Co. 
has made rapid strides since the worst of the depression 
in 1932, the inadequate upkeep of the poor years is still 
far from being made good. This applies to all kinds of’ 
painting—railroads, industrial plants and other struc- 
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Now, while the demand for painting materials has fallen 
off because of the present business recession, the urgency 
of the pent-up demand is such that the showing should be 
better than is generally expected. Moreover, it is to be 
remembered that Washington is planning large scale 
stimulation of the residential construction industry— 
both new building and repair work—and if present plans 
ever bear fruit a great many houses, both new and old, 
will be decorated and protected with the products of 
the Sherwin-Williams Co. 


General Electric Co. 


Although the General Electric Co. is not expected to 
report for 1937 a net profit as high as the $70,822,000 
which was shown for 1929, results for the year just 
passed should be highly creditable and within a fair 
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margin of the old record. In declaring a final dividend 
of $1 a share in November, the company stated that 
it was basing the payment on an estimate of the year’s 
earnings. With actual earnings for the first nine months 
of 1937 equivalent to $1.38 a share of common and, 
with the final dividend bringing total disbursements to 
$2.20 a share, it was apparently the official belief that 
the company would do materially better in the final 
three months than in any of the year’s previous quarters. 
The common stock of the General Electric Co. sold 
at some $65 a share early in 1937: today, it can be 
bought at $43 a share. Making everything electric from 
miniature lamps to huge turbines, it is a reasonable 
assumption that the heavy division of the company’s 
business has been affected by the collapse in business 
generally. However, a price difference of $22 a share 
which applies to 28,845,927 shares of stock discounts a 
great deal of the adverse and at current levels the stock 
of the General Electric Co. is by no means over-valued 
in relation to the company’s position and prospects. 
Although there is currently a hesitancy in the buy- 
ing of heavy electrical equipment, fundamental condi- 
tions are definitely favorable, regardless of the recession 
in general business from which the country suffers. This 
is because the public utility industry has been under- 
spending for maintenance and expansion for many years 
and the time grows nearer and nearer when the need 
for new generating and transmission facilities will be 
an imperative one. There is, of course, the matter of 
political persecution of the utilities and, although there 
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have been fair words in high quarters, it must be admit. 
ted that there is little, if anything, concrete to indicate 
a change of governmental attitude. Nevertheless, the 
country cannot be made to wait very long for additional 
electric facilities and, one way or another, it is going 
to obtain them. 

When this time arrives, General Electric undoubtedly 
will be the most important single beneficiary and the 
purchase of this company’s stock is probably the best— 
certainly it is the least hazardous—way for the average 
investor to play for the eventual improvement in the 
public utility picture. 


International Harvester Co. 


International Harvester Co. is the oldest and largest 
organization identified with the manufacture of farm 
implements and agricultural equipment, the company 
being credited with having been the most effective force 
in the development of mechanized farming. Yet the 
manufacture of farm equipment is only a single phase 
in the broad scope of the company’s activities. For 
more than three decades, International Harvester has 
been prominent among the leading companies manu- 
facturing automobile trucks and tractors. Of the total 
motor trucks sold in 1936, International units accounted 
for 11.7 per cent, and last year the company’s percentage 
was somewhat larger. The company’s line of tractors 
embraces both farm and industrial units, including the 
small popular priced Farmall tractor capable of handling 
equipment for planting, cultivating and harvesting. The 
company’s first Diesel motor was developed twenty 
years ago and at the present time its line includes both 
four- and six-cylinder types for tractor use as well as 
stationary units. With facilities including iron ore, coal 
and lumber properties and steel mills, International 
Harvester is a completely integrated unit operating 
eleven plants in the United States, two in Canada, four 
in Europe, as well as selling agencies practically through- 
out the world. 

The company’s report for the fiscal year ended Octo- 
ber 31, 1937, has not yet been issued, but it is confi- 
dently expected to reveal earnings larger than in 1929. 
In the latter year, net after preferred dividends was 
equal to $7.11 per share on the common stock. On this 
basis, earnings for the most recent fiscal period are likely 
to be around $7.25 per share. In 1936 income applicable 
to the 4,245,755 shares of common stock was equiva- 
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lent to $5.66 per share. Ultra-conservative accounting 
practices are a traditional procedure with International 
Harvester. For example, reserves set up in 1936 for 
inventories, development and expansion, collection ex- 
penses, contingencies and foreign losses were equal to 
$3.62 per share of common stock, or 64 per cent as large 
as net income in that year. At the beginning of 1937, 
financial position was stronger than at any time in the 
company’s history. Current assets of $284,486,000, in- 
cluding over $69,000,000 in cash, marketable securities 
and gold, would have been sufficient to meet all current 
liabilities amounting to $44,000,000, all miscellaneous 
reserves, retire the $81,672,400 7 per cent preferred stock 
and still leave a balance of $123,524,000, or $29 per 
share, for the common stock. A substantial portion of 
the company’s working capital is regularly in the form 
of receivables and for this reason the management is 
compelled to act conservatively in the matter of divi- 
dends. In 1936, Harvester retained $13,500,000 out of 
surplus earnings, on which a surplus profits tax of 
$2,000,000 was paid. Dividends in 1937, including an 
extra of $1.50, totaled $4 a share on the common. 

So many factors enter into an evaluation of the com- 
pany’s outlook that, of necessity, any forecast must be 
made subject to modification. In 1936, for example, 
foreign sales contributed 23 per cent of the total vol- 
ume; tractors, 24 per cent; motor trucks, 24 per cent; 
and farm implements, 29 per cent. Arbitrarily assuming 
some decline in farm income this year and reduced vol- 
ume of truck and tractor sales, as well as some decline 
in foreign sales, the company, nevertheless, should at 
least do as well as it did in 1936. It is within the realm 
of possibility, however, that considerable impetus will 
be imparted to sales by rearmament activities, particu- 
larly the motorization of Army forces. Recent levels 
around 66 compare with the 1937 high of 120 and a 
low of 53%. Judged by any reasonable standard, the 
shares appear conservatively priced both in relation to 
recent and potential 1938 earnings. There seems little 
doubt that the present regular dividend of 6214 cents 
quarterly can be maintained without difficulty. 


Bethlehem Steel 


Last spring Bethlehem Steel common was appraised 
in the market at approximately 20 points under the quo- 
tation for United States Steel. At their respective low 
points late in 1937 this spread had been reduced to 714 
points. In recent weeks the No. 2 steel stock—in point 
of company size—advanced above “Big Steel.” These 
trends are significant because they reflect a composite 
judgment that the 1938 outlook for Bethlehem is rela- 
tively good. 

The reason for this view is that shipbuilding consti- 
tutes an important and profitable part of Bethlehem’s 
business and that this branch of Bethlehem not only 
has been immune to the present general business slump 
but is virtually certain to be helped by increasing 1938 
orders as a result of an enlarged national defense pro- 
gram, notably as applied to the Navy, and by prospec- 
tive expansion of our merchant marine. During the 
world war period and afterwards, 1917-21, when ship- 
building was most active such business accounted for 
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approximately half of Bethlehem’s total earnings. 

It is improbable that any equal bonanza is now in 
sight, and if steel operations remain long at their pres- 
ent acutely depressed level it must be realized that 
profits from shipbuilding will constitute only a partial 
offset to losses otherwise experienced. Therefore the 
only intelligent speculative basis for a longer term com- 
mitment in the stock must rest on the conviction that 
the bottom in steel operations has been seen and that 
the next major change will be upward. We subscribe 
to that conviction. 

On the other hand, intelligent timing of a longer range 
speculative commitment in Bethlehem is a more diffi- 
cult problem. At the moment steel production is at a 
rate close to the annual production rate of 1932. This 
rate would have to more than double to bring Beth- 
lehem up to the break-even point. The company’s profit 
of $7.95 per share on the common over the twelve 
months ended last September 30 was earned with the 
industry producing at a rate of considerably more than 
50,000,000 tons of ingots a year—a rate about four times 
larger than at present. 

Thus, on present indications, it is certain that Beth- 
lehem will lose money during the first quarter and prob- 
able that it will also be in the red during the second 
quarter. The speculative problem presented is whether 
the stock in its recent range of, roughly, 41-63 has dis- 
counted an unfavorable near term earnings-dividend 
prospect, or whether it will be sustained above the bear 
market low to date by hope centering both on the arma- 
ments program and on the logical probability of a gen- 
eral recovery trend in the second half of the year, 
whether on the basis of more confident private initiative 
or renewed inflationary efforts at Washington. 

None can answer this question at present and there 
is no need to guess. Regardless of any near term rallies, 
the market is likely to face the test of reaction or recur- 
rent reactions sometime over the period between now 
and early spring. If on such test or tests Bethlehem 
continues to hold above the 1937 low of 41, we would 
confidently regard it as an attractive purchase promis- 
ing substantial longer term appreciation. 

The company completed a $46,000,000 bond financing 
program last October at the decidedly favorable interest 
rate of 314 per cent. Its plant expansion and moderni- 
zation program is virtually finished for an indefinite time 
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to come and it thus appears to be in a position to con- 
serve its quite comfortable liquid resources. 





Boeing Airplane 


; There is no depression in the aircraft manufacturing 
industry. On the contrary, all major plants are busy 
turning out military or commercial planes or both, back- 
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logs are large and orders during 1938—indeed for the 
next several years—will probably set new records in dol- 
lar value. In short, here is a picture to warm the specu- 
lative imagination. 

The aircraft stocks were swept down in the general 
market decline last October to quotations which more 
than squeezed out such excess of speculative hope as 
had attached to them at the top of the market. They 
went down not because their position or outlook had 
changed in the least, but because of the general liqui- 
dating pressure. It was therefore inevitable that, once 
the clean-out of weak margin positions was completed, 
these stocks would rally quickly. They did. While nu- 
merous equities continued to make new lows in Novem- 
ber and December, these moved persistently higher. 

Both in the economic background and in the market 
performance, there is foundation for the confident con- 
clusion that the aircraft group has seen its bear market 
low and that its 1938 trend will be better than the mar- 
ket average. In this favored group our choice goes to 
Boeing Airplane, whose years of costly research and 
developmental work are now beginning to bear fruit in 
the form of increasing orders for the huge super-Boeings 
—military and commercial—and in moderately improved 
earnings. In the manufacture of military aircraft Boeing 
has long had a strong position. For the first time in some 
years it is now making an effective bid for leadership 
in the manufacture of larger and faster land transport 
planes and ocean-flying clippers, following long research. 

It need hardly be said that thus far the profits of 
Boeing, as well as of other plane manufacturers, have 
not been proportionate to the increased volume of busi- 
ness or to the progress in design and in manufacturing 
efficiency. The reason for this has been heavy devel- 
opmental costs and the rapidity of changes in airplane 
design. There will be no demonstration of maximum 
earning power in aircraft manufacture until sizes and 
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speeds of super-planes become much more standardized 
than is true today. On the favorable side, however, it 
appears probable that the pace of evolution in design 
over the next year or two will not be as rapid as it has 
been during the past two or three years. Thus, there 
is reason to believe that in 1938 Boeing’s developmental 
costs will be in a considerably more favorable ratio to 
gross revenues, which should mean some increase in 
profits and possibly a very substantial increase. It is 
on this prospect, rather than the modest per share earn- 
ings of the past year, that we consider the issue an 
attractive speculation. 





Union Carbide & Carbon Corp. 


Few companies produce such an assortment of appar- 
ently unrelated products as the Union Carbide & Carbon 
Corp. In actuality, however, the company is not one 
which has jumped from one stone to another haphaz- 
ardly, for everything that it makes has a logical rela- 
tionship with the business as a whole. The company 
produces calcium carbide by an electric furnace process 
and from this acetylene gas is derived. When acetylene 
is burned in an atmosphere of oxygen an intensely hot 
flame results, which is used for cutting and welding steel 
and other metals. Union Carbide not only produces its 
own oxygen, but nitrogen and other gases as well. 

Additional activities include the manufacture of alloy- 
ing materials, carbon products of all kinds, while the 
original calcium carbide line has led to all kinds of syn- 
thetic chemical products. Today, the company is an 
important producer of chemical raw materials used by 
the textile, lacquer, pharmaceutical, rubber and other 
industries. Union Carbide is responsible for “Prestone,” 
the automobile anti-freeze that it is often in such de- 
mand that it cannot be purchased. 

For the first nine months of last year, the Union 
Carbide & Carbon Corp. reported a net profit of $30,465,- 
886, after interest, depreciation, taxes and other charges. 
This was equivalent to $3.38 a share on each of the 
9,000,743 shares of common stock outstanding and com- 
pared with $2.61 a share in the corresponding previous 
period. 

The fact that the directors saw fit to declare no year- 
end extra dividend was taken by some as indicating 
quite a poor fourth quarter, but we doubt that this 
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reasoning will be found to have a sound basis when the 
year’s figures are made public. Union Carbide probably 
earned $4.50 a share in 1937, out of which $3.20 a share 
was paid to stockholders in dividends. If one could 
assume the same return in the present year, the stock 
would afford a yield of slightly more than 4 per cent at 
present price of $76 a share. Since January, 1937, the 
stock has sold as high as 111 and as low as 61. 

Carbide’s financial position is exceedingly strong and 
the company’s stockholders for all intents and purposes 
are the sole owners of the business. As for the future, 
there are few organizations in a better position. In the 
event that the present “recession” should grow mate- 
rally worse—a development which appears unlikely as 
this is written—the company’s numerous specialties 
would insulate it from the full force of the impact. 

On the other hand, it is expected that the downward 
trend in business in this country will be reversed before 
many months have passed. In this event, Uaion Carbide 
can be counted upon to make a better showing than 
the majority. Having long followed a policy of carrying 
out the most aggressive research, this is a company 
which always has some new product, or some new proc- 
ess, Or some new application of an old product, with 
which to exploit business betterment. The stimulation 
afforded by such new developments, coming on top of 
the standard pick-up in old lines of activity, make it 
certain that the Union Carbide & Carbon Corp. will be 
a leader in recovery. 








Minneapolis-Honeywell Regulator Co. 


The shares of Minneapolis-Honeywell Regulator Co. 
offer one of the most conservative media for participat- 
ing in the building industry. The company is reputed 
to be the largest manufacturer in the world of heat-regu- 
lating and temperature-control devices, a field in which 
the company pioneered and throughout the forty years 
of its existence has the remarkable record of never hav- 
ing shown a loss. 

From its record, it is clearly evident that Minneapolis- 
Honeywell is to an important degree immune from the 
more violent changes experienced by the building indus- 
try, as a whole, between boom and depression years. 
Even in 1932, sales of about $3,600,000 were better than 
50 per cent of the 1929 level. 

At the present time, the company is credited with 
supplying 70 per cent of the temperature controls for 
oil burners. Included among its customers are not only 
the leading manufacturers of oil burning equipment, but 
makers of gas furnaces, and coal stokers as well. In this 
phase of its business, Minneapolis-Honeywell enjoys an 
almost unassailable competitive position. The manufac- 
ture of controls for domestic heating equipment accounts 
for about 75 per cent of the total annual output. Space- 
heating and commercial control equipment and devices 
make up the balance. Altogether, the company manu- 
factures more than 3,000 different devices designed for 
heating regulation. While the production of these de- 
vices requires rather elaborate manufacturing technique, 
the company appears to have been singularly free of 
serious problems in the handling of inventories and in 
its relations with labor. 
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Of particular significance is the ability of the company 
to show an exceptionally good profit margin. In 1936, 
net sales totaled $13,546,620, the largest in the history 
of the company and about $4,500,000 more than in the 
record-breaking year of 1935. Net profits in 1936 
amounted to $3,081,361, or nearly 23 per cent of sales. 
In the three-year period, including 1936, profits aver- 
aged about 20.5 per cent of sales. In 1932, profits were 
5 per cent of sales. Incidentally, it might also be noted 
that in 1936 profits were about 30 per cent of total assets. 

For the first half of 1937, Minneapolis-Honeywell’s 
sales fell just short of totaling $12,000,000, as compared 
with $8,891,029 in the same months of 1936. If general 
business, and new building particularly, maintained the 
pace which had been set in the earlier months last year, 
the company may well have reported total sales not 
far from the $20,000,000 mark. As it is, and even allow- 
ing for the fact that the final quarter of the year is the 
company’s most active period, it is untikely that sales 
will greatly exceed $15,000,000. Net profits for the nine 
months period amounted to $2,220,040, or the equiva- 
lent of $3.42 a share on the 621,963 shares of common 
stock. In the same period of 1936, profits were equal to 
$2.68 a share. For the full 1937 year, earnings should 
approximate $4.75 a share, which would compare with 
$4.78 a share in 1936. Total dividends paid in 1937 
amounted to $3 a share, the two latest quarterly pay- 
ments having been made at the rate of 75 cents a share. 

Frankly conceding the speculative aspects of the 
building industry at this time, it is a fairly safe assump- 
tion that should the industry enjoy anything approach- 
ing a genuine recovery, Minneapolis-Honeywell unques- 
tionably will make a very creditable showing. Should 
the building industry continue depressed, the company, 
on the strength of its previous record, might be expected 
to do much better than the average. Recent levels for 
the shares around 62 compare with the 1937 high of 
120 and the low of 53. 





Food Machinery Corporation 


As a speculative-investment the common stock of 
Food Machinery Corporation has much to commend it. 
The enterprise was put together in 1928 as a soundly 
conceived merger of various manufacturers of machin- 
ery and equipment used in the processing and packing 
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of foods. Since then liberal expenditures for the im- 
provement of products and acquisition of additional 
desirable properties have resulted in marked expansion 
of sales and earnings. In the fiscal year ended last 
September 30, profit, sales and working capital reached 
record high levels. Indeed, profit of $1,854,469, equal 
to $4.10 per share on 426,633 outstanding shares of com- 
mon, was more than double the pre-depression peak of 
$826,296 recorded in 1930. 

Because the company sells durable goods to the larg- 
est and most stable of all consumption goods industries 
—food production and processing—sales and profits ex- 
perience less extreme fluctuations than are typical of 
most other machinery. Thus, it showed a loss in only 
one year of the depression—1932—and that was only 
$24,794. There can be no question but that the strongly 
favorable sales and earnings trends of the past several 
years have been interrupted by the present depression, 
but on the assumption that this slump will be relatively 
short-lived, the stock at 32 appears attractive. It would 
promptly participate in any turn for the better in gen- 
eral economic conditions, and the longer range outlook 
for further growth of sales and earnings appears defi- 
nitely promising. 

Products include canning, packing house and milk 
sterilizing equipment, machinery for pitting peaches and 
for peeling and coring apples, equipment for washing, 
grading, marking and packing fruits, machinery for mak- 
ing fruit and vegetable crates, mechanical spraying out- 
fits for orchards and field crops, engine dusters, heavy 
duty plows, turbine pumps, automobile car washers, 
brake testers and other service station equipment. 
Major portion of sales are to fruit and canning indus- 
tries. Leasing of milk sterilizing equipment also con- 
tributes importantly to earnings. Finally, although 
leader of its field, the company acts as jobber for cer- 
tain other manufacturers and such business makes up 
some 20 per cent of sales. 

Only 40,000 shares of 414 per cent cumulative pre- 
ferred stock precede the common. The nine factories in 
California, Oregon, Florida, Ohio and Illinois represent 
a book investment of only some $1,600,000, while intan- 
gibles are carried at $1 and working capital, as of last 
September 30, was $10,085,728, including $3,302,672 cash. 
This is a notably strong and flexible financial set-up. 
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Caterpillar Tractor Co. 


Caterpillar Tractor Co. is frequently classified as a 
manufacturer of farm equipment. This, however, is only 
true to the extent of about 10 per cent of the company’s 
output. While a large number of Caterpillar tractors 
are employed in agricultural operations, they are also 
utilized on a large scale in a wide variety of industria] 
activities, such as roadbuilding and maintenance, dam 
and irrigation projects, lumbering and quarrying. Pio- 
neering in the utilization of Diesel power, Caterpillar 
Tractor has attained a dominant position in the produc- 
tion of Diesel engines. It has been unofficially estimated 
that total Diesel engines sold by the company in 1936 
aggregated 550,000 horsepower, as compared with 1,830,- 
000 horsepower for Diesels of all makes. At the present 
time about 90 per cent of the company’s output of 
tractors are powered by Diesel units and about 85 per 
cent of Caterpillar’s Diesel production goes into its 
tractors. The balance is made up of the stationary type, 
installed in flour mills, cotton gins, pumps, hoists, crush- 
ers, etc. The company has developed a Diesel for use 
in motor trucks. Although the cost of Diesel installa- 
tions runs about 25 per cent over gasoline motors, a 
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strong argument in favor of the former is provided by 
the substantial savings in fuel consumption. 

The nature of the company’s business obviously is 
such that sales and earnings will be sensitive to changes 
in the general business trend. Under adverse conditions, 
however, Caterpillar Tractor has given a relatively good 
account of itself. From a deficit equal to 86 cents per 
common share in 1932, earnings subsequently registered 
a substantial gain, being equivalent to 16 cents per share, 
$1.94 per share, $3.16 per share, and $5.23 per share in 
the years 1933, ’34, ’35, °36, respectively. The company’s 
1936 showing was surpassed in only a single previous 
year—1929—when net was equal to $6.16 per share. 

Caterpillar Tractor publishes earnings statements 
monthly, a feature of unquestionable value to stock- 
holders. The latest available report covers the eleven 
months ended November 30, last, for which period net 
profits totalled $10,091,083, equivalent after eleven 
months’ dividend requirements on 60,147 shares of 5 per 
cent preferred stock to $5.21 per share on 1,882,240 shares 
of common stock. This com- (Please turn to page 470) 
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a 1914, before the liquidation caused by the breaking 
out of the World War closed the New York Stock Ex- 
change, the common stock of Bethlehem Steel sold to 
alow of 2914 and then, under the impetus of war orders 
pouring in from Europe, rose in two years to the aston- 
ishing price of 700! The case is not cited as a hint of 
the future; in the eyes of the Administration it is per- 
haps the horrible example—the thing to be prevented 
at all hazards. In fact, the current bitter drive against 
“monopoly” has as its primary objective a reduction 
in steel prices. 

It is cited to show how badly all of the great Powers 
underestimated their war-time needs, for what was true 
of Bethlehem was also true in lesser degree of a wide 
range of so-called “war babies.” 

Before 1914, it was but dimly appreciated how great 
a part economic factors play in 
the military strength of a na- 
tion. It is not only the number 
of soldiers that can be put into 
the field and the ships that can 
keep the sea but whether or 
not a steady and dependable 
stream of supplies and muni- 
tions can be kept flowing to 
the armed forces without too 
marked a sacrifice on the part 
of the civilian population. To- 
day, most of the countries of the 
world are rearming, building 
ships, aircraft, and munitions, 
so that if they are precipitated 
or drawn into war they will not 
have to pour orders into neu- 
tral countries, at any price, at 
any concession, as many of 
them did from 1914 to 1918. 
The Navy is our first line of 
defense and because fighting 
ships cannot be constructed in 
a short time its procurement 
policy must necessarily be 
longer-ranged than the Army’s. 


Wide World Photo 
Some of the army's new mobile anti-aircraft gun units set up for action. 
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Beneficiaries of Rearmament 


Expanded Arms Program Will Help to 
Reactivate Business and Boost 
Profits for Some Companies 


BY A. B. HARMON 


A hit-or-miss idea of buying stocks that benefited in the 
World War may therefore be ill-advised for during most 
of that period the Army and the land forces of the Allies 
were the principal purchasers. 

England’s present rearmament program is intensive 
enough to border on industrial mobilization. Her island 
position and far-flung colonial empire which have been 
her strength for a hundred years become now, with the 
growing importance of aircraft and submarines in mod- 
ern warfare, much more vulnerable. She has found that 
she cannot, to use Elihu Root’s words, “shake first a 
fist and then a finger” at Mussolini and Hitler, so her 
foreign policy wavers while she pushes her rearmament 
program. Without a series of incidents such as the 
bombing of the Panay, ours is likely to be much slower. 
Only in aviation do we keep pace. 
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Wide World Photo 


Left to right:—Assistant Secretary of the Navy Charles Edison, Rear Admiral Clark H. 
Woodward, and Lieut. Governor W. P. Horton of North Carolina lay 
the keel for the new Capital ship U. S. S. North Carolina. 


The Army’s procurement policy is more elastic than 
the Navy’s. It is capable of being stepped up very fast 
with growing danger and will probably have no marked 
effect on industry unless war seems imminent. Both 
services have had before Congress for several years a bill 
calling for “educational orders” wherein plants may be 
familiarized with certain military needs and key men 
trained to do the work. The bill has not been passed. 
At present such purely military articles as machine guns, 
torpedoes, and bombs are manufactured in Army and 
Navy arsenals. The tendency is, however, towards 
greater mechanization of Army artillery, cavalry, and 
transport. Tank and tractor orders may, in time, be 
placed with the farm implement manufacturers. 

In short, we are on the verge of an extensive pre- 
paredness program, involving rearmament in all branches 
of national defense. In scope it promises to exceed the 
already increased allotment for Army, Navy and Marine 
Corps of $1,000,000,000 proposed in the national budget. 
Resort may be had to either increased appropriations 
or a supplementary budget. The money will be spent. 

The greatest need and the one most certain of at least 
partial fulfillment is for ships. In the last war we made 
the grave mistake of building most of our great battle- 
ships and aircraft carriers after the war was over—and 
then, in a burst of foolish altruism, scrapped them. Even 
the present plan of building to treaty strength by 1942 
leaves us trailing fully six years behind; for Japan and 
England began laying down ships in 1936 when the 
Washington Disarmament Treaty expired. To build to 
the now out-moded and dead treaty strength alone 
requires not only the battleships, cruisers, destroyers, 
and submarines mentioned in the President’s budget 
message to Congress but commercial vessels; fast tankers 





420 


and supply ships capable of 
cruising with the fleet. What 
companies are likely to benefit 
from such a program? 

The table accompanying this 
article is by no means complete. 
The field is too broad. Many 
of the companies are privately 
owned. Many others w -.d 
only be lightly affected by the 
new armament plan. General 
Motors, for example, through 
the subsidiary Allison Company 
may have an important aviation 
motor and through the Winton 
Company an excellent Diesel 
engine for submarines, yet its 
principal business is manufac- 
turing motor cars. 

The greatest error may be, as 
it was in 1914, underestimating 
the effect on the national econ- 
omy of a preparedness program. 
The total projected tonnage 
may look like a drop in the 
bucket when compared with in- 
dustrial steel production. It did 
in 1914. The increases in the 
Army and Navy budgets may 
look small alongside boondog- 
gling expenditures. They are. Yet there is no blinking 
the fact that no matter how much we desire peace, the 
rest of the world is preparing for war, and to be a lag- 
gard is becoming increasingly dangerous. With the 
world dividing into “have not” and “have” nations a 
combination pump-priming and war-preventative build- 
ing program is apt to grow. Staring at current. steel 
operations may not be any more indicative of the future 
than it was a year ago. 

In any discussion of shipbuilding it is well to keep in 
mind the limitations placed on profits by the Vinson- 
Trammell Act. Under this law any contractor must 
refund to the Treasury profits in excess of 10 per cent 
on Navy contracts involving more than $10,000, except 
that losses from any one year may be deducted before 
computing profits for the following year. The Navy in 
calculating profits does not allow the charge-offs for 
sales expense customary in commercial practise so that 
profits may average somewhat less than 10 per cent. 
There is a fair prospect that the profit limitation will 
be removed in the present session of Congress, at least 
as applying to aircraft. Should it be entirely removed, 
as recommended by the House Naval Affairs Commit- 
tee, the earnings of such companies as Electric Boat and 
Bath Iron Works might be materially improved. 

The U. S. Steel and Bethlehem Steel companies both 
build through subsidiaries various classes of naval ves- 
sels. Being fully integrated companies, while their ship- 
building subsidiaries fall under the Vinson-Trammell 
restriction, they are able to benefit from steel orders 
from other builders including the Navy Yards. Should 
the American building program even remotely approach 
those of the other maritime powers, practically all steel 
companies would benefit. Yet the steel industry is so 
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closely associated with the term “war industries” that 
people are apt to buy any stock with the word steel in 
its corporate name. ‘Two precautions are advisable. 
First, that the company should have fair prospects from 
its commercial business alone. And second, that with 
mounting rearmament expenditures the company has a 
better than average chance, through experience, facili- 
ties or skill, of obtaining military contracts. 

No one can say with great confidence what lies ahead. 
Nationally and internationally there are too many im- 
ponderables. The recent about-face of Rumania, source 
of vital oil supplies, from France and towards Germany, 
is of far-reaching importance in that it may upset the 
European balance of power. Experienced observers, 
familiar with the Far Eastern situation, believe that 
Japan will soon conclude a puppet peace with China and 
then, in the spring, attack Soviet Russia. If such a pre- 
diction should work out there is little doubt that our 
armament program would be stepped up tremendously. 
Like Great Britain, we might, if sufficiently provoked 
by deliberate incidents that often accompany such 
belligerent ambitions, begin industrial mobilization. 
“Shadow factories” might spring into being as they have 
abroad. Should any group of companies’ earnings jump 
the cry of profiteering will rise again. There will be a 
demand for nationalizing this and that industry, a ten- 
dency towards government price-control. The answer is 
that without the profit motive, there is little incentive 





Leaders in An Arms Program 


Produces 
Machinery; elec. equip.;:tractors 
. .Ground tackle 
. .Explosives 


Company 
Allis-Chalmers. . : 
American Chain & Cable 
Atlas Powder......... 
Babcock & Wilcox.... 
Bath Iron Works...... 
€. W. Bliss... 

‘Bell Aircraft 
Bethlehem Steel 
‘Boeing Airplane. 
Colt Patent Fire Arms 
‘Cutler Hammer. . 
‘Consolidated Aircraft 
‘Crucible Steel...... 
‘Du Pont de Nemours 


.. Marine boilers 
Destroyers 
. .Machines; owns torpedo patents 
.Bombers; pursuit planes 
. Battleships; cruisers 
Bombers 
Small arms 
Electrical equipment 
Patrol planes 
Alloy steels 
Explosives 
Douglas Aircraft Bombers; observation” planes 
‘Electric Boat. . 
‘Electric Storage Battery 
General Electric 
‘Hercules Powder 


. Submarines 

. Batteries 

. .Fire control; electric equipmen 
Explosives 

International Nickel .. Armor alloy materials 

Niles Bement Pond 

N. Y. Shipbuilding 

"Glenn L. Martin 

Baldwin Locomotive (Midvale Steel) 

Republic Steel... 


Engines; machinery 
Destroyers 
Bombers 

. Broadside guns 
Steel plates 


Savage Arms Small arms 
Sperry Corp... . Gyroscopes; fire control 
‘Superheater. . Boiler installations 


Todd Shipyards. . . . Supply vessels 


‘United Aircraft Fighting planes 





(U. S. Steel..... Cruisers; destroyers 
Westinghouse Elec. & Mfg G t lectrical i t 
Wright Aeronautical... Meir let a cc toe Aircraft engines 
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to manufacture goods that may be of vital importance. 

A war is never bullish and should not be so construed. 
There is a deep aversion, world-wide in scope, against 
anyone making profits out of war. As a matter of fact 
public sentiment is such that legislative measures will 
undoubtedly prevent war profits if war actually comes 
upon us. But a rearmament program that makes us 
respected abroad and prevents attack is something else. 
Profits are normal to it and bullish to the companies 
which get the business. 

Inasmuch as markets respond very readily to war 
news, the time that a stock is bought or sold is often 
more important than the selection of the stock. With 
that in mind and before discussing industrial trends 
influenced by rearmament, certain historical facts may 
be of interest. 

For two centuries no war of importance has ever 
broken out in Europe after September 15th, and very 
rarely after August Ist. Revolutions, yes, but no war 
across another country’s borders. The weight of the 
reason is changing somewhat with aircraft: no one wants 
to undertake a winter campaign when the first thrust is 
so important. Moreover, by September 15th the crops 
have usually been harvested. Thus we may count on 
peace in Europe until spring and if they get by Sep- 
tember 15th, 1938, until the following spring. If, by 
then, England’s rebuilding has brought back her waning 
prestige and power, the economic position of the Fascist 
nations may have weakened sufficiently to warrant a 
permanent outlook for peace. 

The other deadline date for wars is April Ist. We are 
now in the seasonal era of relative goodwill. From 
April 1st to September 15th is the period in which most 
of the trouble starts. Incidentally, all our own wars 
except that of 1812 have been declared in April. The 
War of 1812 was declared in May. These dates are 
given with no thought of prophecy or alarm but solely 
as a factor in judging the seriousness of international 
controversies. War seldom begins without some pre- 
liminary incident or warning appearing in the news- 
papers. If bickerings arise in winter, such as the recent 
Russo-Japanese squabble over fishing rights, they can 
usually be dismissed; no threat to peace is probable. 
But if they arise during what corresponds roughly to the 
baseball season, they may grow to serious proportions. 


Aviation 


As a group the aircraft and engine manufacturing 
stocks, though speculative, are perhaps the most promis- 
ing. The country is air-minded, amenable to govern- 
ment subsidies for new plane and motor development. 
Unfilled orders are high and growing. The companies 
are not large enough to incur the Administration antag- 
onism against bigness. Army procurement policy as 
regards aircraft is best expressed by an extract from the 
report of the Secretary of War. 

“It should be borne in mind that modern aircraft can- 
not be quickly improvised. The construction of air- 
planes necessarily takes considerable time. Hence, our 
peace-time strength should approximate rather closely 
our requirement in war. Furthermore, in a major war 
our air arm would probably be engaged almost imme- 
diately on the opening of (Please turn to page 464) 
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Special message io Congress on “certain processes of 
business” expected around February 1 will suggest anti- 
trust act changes to break up concentration of wealth 
and price rigidities even though resulting from methods 
long considered perfectly legal and ethical. May also go 
far beyond anti-trust field in proposing regulation of 
business bordering on economic planning. 


Roosevelt's ideas of wrongful business practices and 
socially harmful economic trends include many nearly 
universal commercial practices. Reforms he has in mind 
will affect every large enterprise. He wants to be con- 
structive, hopes for business cooperation and under- 
standing. Aim is stability, but transition period will 
bring much uncertainty. 





WASHINGTON SEES— 
Approach to economic planning in attempt 
to reform business policies. 


Monopoly drive by administration orators 
as trial balloons. 


Attempt to segregate good and bad business 


men. 


No magic anti-depression formulas being 
cooked up. 


New budget painting too hopeful a picture. 
Congress headed for much talk, little action. 
More banking legislation being considered. 
Congress generally cool to monopoly scare. 
Farm legislation unsettled for months. 


Tax surprises unveiled soon. 
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Management-government cooperation in scientific pro- 
graming and timing of business production and general 
price policies is the new objective. Government would 
sit in to give expert advice, long-range views, and to 
prevent actual price fixing, suppression of competition, 
and other skullduggery. Is expansion of trade practice 
conference idea but with more grandiose purpose. Ma- 
chinery has not yet been perfected but every effort 
will be made to prevent it resembling NRA. 


Monopoly drive by Administration spokesmen has dual 
purpose: provide alibi for New Deal and lay ground- 
work for new business reform legislation. Roosevelt is 
letting subordinates send up trial balloons to test the 
wind. Wind is none too favorable in Congressional 
quarters. 


Significant parallel is noted between current monopoly 
hunt and last year’s Supreme Court attack. Then we 
heard social progress was stymied by failure of judiciary 
to cooperate and let democracy work. Now we hear 
recession is due to capital strike, economic autocracy, 
refusal of business leaders to cooperate. Big business 
replaces Supreme Court as scapegoat and may not be 
able to avoid a vendetta. 


Careful wedge is being driven between big bad busi- 
ness and good little businesses. In his anti-business 
crusade Roosevelt has exchanged his shot-gun for a rifle, 
knowing he needs support of majority of people in busi- 
ness and must discriminate to gain it. Because of kick- 
back from Jackson and Ickes tirades he is inclined to 
take the tack that big business is more misguided than 
wicked, more to be pitied than blamed. 


No "white rabbits," no surprise panaceas, were in Pres- 
ident’s message nor are anticipated, in contrast to 1933 
depression handling. Due partly to more realistic atti- 
tude within New Deal, partly to conviction recession 
will not be drastic nor prolonged. 


Budgetary tricks are largely abandoned this year. No 
more double budget, juggling emergency funds, conceal- 
ing expenditures. Not even a promise to balance on a 
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given date. But size of deficit forecast is misleading 
unless (1) Government economists prove more right 
than business in preview of industrial activity and re- 
sulting tax yields, and (2) Congress performs miracles 
in paring appropriations and authorizations. 


Budget holes are the surprisingly small estimates for 
such taxeaters as relief, public construction, farm bene- 
fits, roads, harbors; and the admitted uncertainty of 
relief needs and defense program. Regular departmental 
appropriations have been held down better than ex- 
pected, and Congress may squeeze some of these a 
little more. 


Government borrowing will not be needed in spite of 
increasing public debt. Administration is finally admit- 
ting that social security funds are financing the deficit. 


Relief plans will continue on present basis—lump-sum 
appropriation for President to allocate to made work. 
Roosevelt will fight substitution of direct relief or re- 
sumption of heavy construction program. 


National defense funds get a big boost together with 
prospect for bigger reaarmament program to come. This 
largely for psychological effect abroad. 


Congressional controversies will be many and bitter 
for months. Adjournment won’t come before early sum- 
mer. Senate’s employment clinic, rail consolidation 
study, and anti-trust (or business policies) investigation 
will make headline stuff but small legislative output 
will result. 


Wage-hour bill will be revived soon, toned down to 
meet most serious objections. Roosevelt is determined 
to get even a nominal law and disclaims desire for na- 
tional uniformity or drastic effects on business. 


Banking legislation is being talked again, aimed chiefly 
at bank holding companies and dominance of corre- 
spondent banks by big city bankers; also at consolidat- 
ing Government’s machinery to control financial influ- 
ences on the national economy. 


TVA investigation is being talked by both friends and 
foes, with friends apparently in position to keep plenty 
of cushions and whitewash handy. 


Friends of business in Congress can be depended on 
to keep Administration from being too radical and vin- 
dictive in new business legislation, but will go along if 
reforms can be called constructive and directed only 
against small minority. With elections approaching, 
Congressmen can use a whipping boy but they don’t 
dare antagonize many of their own business-men con- 
stituents. 


Labor responsibility remarks by Roosevelt will be 
seized on by Congressional group as lever to force 
modification of Wagner act, though Roosevelt disclaims 
such intention and expresses hope union excesses, juris- 
dictional squabbles, and autocratic internal organiza- 
tions will be eliminated voluntarily. 
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Wide World Photo 
Assistant Attorney General Jackson who has led the recent 
attack on Big Business 


Court reform advances through promulgation of uni- 
form procedure rules in all civil cases (both law and 
equity) in Federal courts. Long-sought simplification 
should speed and cheapen business litigation. But At- 
torney General still insists courts need more streamlin- 
ing to eliminate judicial delays. 


Farm legislation will be active subject for months. The 
pending conference compromise faces tough sledding in 
both House and Senate and White House approval is 
by no means certain. But if and when bill becomes law 
there will be immediate efforts to legislate changes be- 
cause so many groups will be dissatisfied. 


British trade agreement will move steadily but slowly, 
with careful consideration of American interests. Feel- 
ing this the key to permanence of the Hull program as 
well as vitally important in general international rela- 
tions, negotiators will strive to prevent undue domestic 
opposition. Promulgation scarcely expected before fall. 


Tax surprises, closely guarded, will be sprung by House 
committee shortly, to be followed by hearings, revolving 
around new method of treating capital gains and at- 
tempt to define and tax unreasonable accumulation of 
surpluses by large corporations, both holding and oper- 
ating. Business’ pleasure at partial relief from corporate 
surtax will be largely offset by new taxes, as committee 
is determined to maintain total revenues. Tax law revi- 
sion will be fairly extensive and scientific, but not com- 
plete overhauling. 

Tax clubs to force business reforms are receiving much 
favor around the Capitol; taxes on inter-corporate divi- 


dends, on holding companies, (Please turn to page 470) 
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Nickel — 
the All-Purpose 


Stake in Building, Armament 
and General Recovery—inflation 


Hedge—Income Producer 


BY J. C. CLIFFORD 


= does a man who pays forty-eight dol- 
lars for a share in the International Nickel Co. 
of Canada, Ltd., get for his money? First, and 
rather obviously, he becomes the owner of one 
part out of the 14,584,025 parts into which the 
<ompany is divided, subject to the claims of trade 
creditors and those who own the $27,627,825 
in outstanding seven per cent preferred stock. 

And of what does the company consist? Primarily, 
the International Nickel Co. of Canada, Ltd., is a mine— 
a mine of almost unparalleled richness, producing nickel, 
copper, silver, gold and other precious metals. The mine 
is in the Sudbury Nickel Range, Ontario, and at the end 
of last year proven ore reserves were well in excess of 
200,000,000 tons. This is enough for almost fifty years’ 
operations at the rate of activity which prevailed dur- 
ing 1936. 

As a help in conveying a rough idea of what these 
ore reserves mean, they may be considered to have a 
gross valuation of not far from $25 a ton, with nickel at 
35 cents a pound, copper at 10 cents a pound, gold at 
$35 an ounce, silver at something over 40 cents an ounce 
and the platinum metals at approximately current 
figures. This gives the reserves a total gross value in 
the neighborhood of $5,000,000,000. Their net value to 
the owners of the common stock, allowing for the ex- 
pense of extraction, refining and marketing, is possibly 
half this, or the equivalent of. say, $170 a share on each 
of the 14,584,025 shares of common stock outstanding. 
Although calculations of this sort should never be taken 
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Battery of converters at International Nickel's smelter at 
Copper Cliff, Canada. 


too exactly, they are justified if they lead to a true con- 
clusion, which, in this case, is the enormous richness of 
the backing behind the shares of International Nickel. 
Moreover, the richness becomes even more impressive 
when it is considered that further working of the proper- 
ties unquestionably will reveal additional reserves. 

When it comes to a consideration of what might dis- 
turb this general picture, the skeptic probably will think 
first of a drastic decline in metal prices. For some 
metals such decline is conceivable: for others it appears 
most unlikely. It has been estimated, for example, that 
world deliveries of nickel in all forms during 1936 
amounted to slightly more than 200,000,000 pounds and 
of this the International Nickel Co. provided 169,000,000 
pounds, or 84 per cent. A share of the market as large 
as this enables the big producer to maintain nickel prices 
on an absolutely even keel and at a level which will be 
most remunerative to itself, while at the same time not 
so high as to dampen the metal’s increasing use. 

The one thing that might break the price of nickel 
would be the discovery of additional supplies. On the 
other hand, it is very much to be doubted that the Inter- 
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national Nickel Co. of Canada would permit a new 
discovery to get into the hands of outsiders without 
entering a strong bid itself. In this connection it is 
interesting to note that the company has obtained a con- 
cession from Finland which gives it the right to search 
for, and if found, mine and refine any nickel-bearing ore 
within a specified area. A considerable sum of money 
has been spent already on this project and further sums 
are scheduled for spending. No, however one looks at it, 
the case for any decline in nickel prices which will not 
be in accord with International Nickel’s own ideas on 
the subject is an exceedingly weak one. 

Nor can one expect any lowering of the price of gold. 
Such a move on the part of this Government or the 
Government of Great Britain would be so deflationary 
a shock to the economic structure as to be unthinkable 
unless confronted with a runaway boom. As for the 
platinum metals, which contribute materially to the 
revenues of International Nickel, they may fluctuate 
quite violently in price, although they should continue 
to command some kind of substantial scarcity value. 

This leaves, then, only silver and copper in which a 
price decline might have adverse repercussions. The 
current price of the former is undoubtedly artificially 
high, being bolstered by the American silver policy. But 
«ven should there be a thorough collapse in the price of 
this metal, it would not mean a great deal to the Inter- 
gational Nickel Co. of Canada—the company’s produc- 
tion is too small, relative to other metals. 





When we come to copper, however, the situation is 
quite a little different. The company for a number of 
years has produced roughly two pounds of copper for 
every pound of nickel and, as this is the way its ore 
«omes, the output must continue in about this propor- 
tion. In 1936, copper sales totalled 266,000,000 pounds. 
Prices fluctuated between 8.7 cents a pound at the be- 
ginning of the period and just short of 12 cents a pound 
at the end. In other words, the average obtained prob- 
ably was somewhat better than the prevailing price of 
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10.1 cents a pound. But although a cent in the price of 
copper means between two and three million dollars to 
the International Nickel Co., fluctuations as great as 
this, or even greater, are to be expected and are not of 
vital importance to the company. If the price of copper 
declines because of a falling off in consumption, the 
stockholder may console himself with the thought that 
his company will possess just that much more metal in 
the ground. It would only be in the event that the 
price of copper again approached the depression lows 
and stayed there permanently owing to some remark- 
able new process or discovery unavailable to Interna- 
tional Nickel that the matter would be of real moment. 





Photo by Aero-Graphic Corp. 


International Nickel's monel conversion plant and alloy rolling mill at Huntington, West Virginia. 
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of 1936, while for the full year, $2.39 a share 
was reported. 

Dividend policy has long been conserva- 
tive mainly because of International 
Nickel’s desire always to be in a position to 
meet the market’s requirements however 
fast they might expand. This has meant 
that large sums of money have been 
ploughed back into the properties to increase 
production facilities in anticipation of future 
demand. Out of earnings estimated to have 
been in the neighborhood of $3.10 a share 
last year, $2.25 was distributed to the stock- 
holders in dividends. Fortunately, the com- 
pany being a Canadian and British organiza- 
tion, there is no need to worry, as do similar 
concerns in the United States, about the 
complications of the tax on undistributed 
profits. 

Before departing from the foreigii aspects 
of International Nickel there are certain 
other possible advantages which might be 
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To consider seriously anything so far in the realm of fan- 
tasy as this, however, is to borrow trouble. 

The buyer of stock in the International Nickel Co. of 
Canada will best serve his peace of mind if he considers 
himself to have bought something in storage—something 
which is valuable today and which is unlikely to be sold 
as a@ whole materially lower than present quotations. 
This, of course, is strictly the long-term viewpoint and 
it must be admitted that it is one from which the stock 
market will certainly deviate. Despite the logical case 
which may be built up for considering International 
Nickel as an asset-security, the stock’s day-to-day price 
will largely reflect the company’s current output of 
metals and the price at which it is selling those metals. 
Hence, the individual’s attitude will greatly depend upon 
whether he is willing to sit placidly for an indefinite 
period in the certainty that he will eventu- 


noted. There are those who will derive 
comfort from the mere fact that its principal proper- 
ties are located outside this country where the bait- 
ing of big business shows signs of going to further 
lengths. Nor will it be forgotten that a stock certificate 
of this company is in the nature of an international bank 
note. The stock is listed in New York, London, Toronto 
and a number of other centers on this continent and in 
Europe. This means that it can be employed as a con- 
venient means of remitting money from one country to 
another and such a property might well be a reassuring 
one in the event that we should again enter an era of 
violently fluctuating exchanges. 

Earlier in this discussion the point was made that 
there was an extraordinary metal backing in the form 
of ore reserves behind each share of the International 
Nickel Co. of Canada. Little, however, was said of the 








ally find himself in a position to recoup his 
investment with a handsome profit to spare, 
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or whether he will ignore long-term asset nn 

value and concentrate upon trying to ap- = 

praise the nearer-term trend of production ee 

and metal prices. s a 
At one time last year the stock of the “i 

International Nickel Co. of Canada was : ay 

selling well above $70 a share. Today it can Z 20 

be bought for $48 a share, the decline repre- Z im 

















senting no important change in funda- 
mentals, but rather a reflection of general 300 
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decline in securities, some falling-off in the 





demand for the company’s products and, 
finally, lower prices therefor. Last year’s 
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earnings, however, will prove to be of record- 





breaking proportions. For the first nine 
months of 1937 there was reported a net 
profit of $38,774,380, after depreciation, de- 
pletion, taxes and other charges. This, after 
dividends: on the preferred stock, was equi- 
valent to $2.57 a share on the outstanding 
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common. Earnings equivalent to $1.75 a 
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subsidiary assets consisting of plant and 
equipment by means of which the ore 
must be marketed. Following the ex- 
traction of the ore from either the Frood 
or Creighton mines, it passes through the 
Copper Cliff smelter and emerges in the 
form of blister copper and Bessemer 
matte. The copper then moves to the 
Ontario Copper Refinery, a distance of 
roughly a mile, where it is refined and 
sold under the well-known brand “ORC.” 
Within comparatively recent times a 
scheme has been devised whereby the 
copper is moved from the smelter to 
the refinery in a molten state. A con- 
siderable reduction in costs has been 
effected thereby. 

The Bessemer matte has further to go 
than the copper. It goes to the Port 
Colborne Refinery on Lake Erie about 
twenty miles west of Buffalo. Here the 
nickel is obtained electrolytically. Partly 
processed, some of the material will be 
shipped from Port Colborne to the 
Clydach refinery in Wales, where it will 
become nickel by different methods. 

Ore obtained from the Creighton mine 
differs from that obtained from the 
Frood in that the percentage of nickel 
is much higher: instead of there being 
about two pounds of copper for every 
pound of nickel, the Creighton ore con- 
tains roughly two pounds of nickel for 
every pound of copper—almost the ideal 
ratio for International Nickel’s famous 
“Monel,” which is produced directly 
from this ore without separation of the constituent 
metals. 

In this country, fabricating operations are carried on 
at the Huntington Works in West Virginia and at the 
Bayonne Works in New Jersey. There is also a wholly- 
owned American subsidiary, the Whitehead Metal Prod- 
ucts Co. of New York, Inc., which is a distributor of 
brass and copper products and of “Monel.” In England, 
there is the precious metals refinery at Acton which last 
year produced 232,343 ounces of platinum metals and 
10,210 ounces of gold. Other English plants are those of 
Henry Wiggin & Co., Ltd., the Zenith Works of Glasgow 
and the works of Birmingham Electric Furnaces, Ltd. 
Finally, there is the Tareni Colliery Co. of Wales which 
produces a high grade of anthracite coal, the greatest 
single customer for which is the Clydach refinery. 

All this vast array of plants and properties are in 
excellent physical condition, fully capable of taking care 
of a feverish demand for nickel such as existed towards 
the end of 1936 and during the early months of 1937. 
They may be considered justly a worthy complement of 
the enormous resources existing in ores. 

It may well be that there are those who would be 
willing to buy the stock of International Nickel on the 
basis of asset values and, in the face of a somewhat un- 
certain business picture, if only they could have some 
assurance that the extraction of their stored wealth 
would not fall to quite the dismal levels of the past. 
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Separating nickel from copper at the Copper Cliff smelter of International Nickel. 


In other words, they would be willing to console them- 
selves with assets, albeit assets in smaller demand, up 
to a point. They remember, however, that after the 
World War 95 per cent of the need for nickel dis- 
appeared overnight: also, that International Nickel’s 
sales of nickel fell from a peak of 126,000,000 pounds in 
1929 to but slightly more than 34,000,000 in 1932. This, 
they contend, is disquieting, assets or not. 

Fortunately it may be said that a repetition of these 
gyrations, at least from the present level of production, 
is most unlikely. When the World War broke out about 
the only things that nickel was thought to be good for 
was as a toughener of armor plate, as a cap to bullets, 
for nickel plating and for coinage. Largely owing to 
the foresight, patience and diligent research of the pres- 
ent management of the International Nickel Co. of 
Canada, there was gradually built up a diversity of 
peace-time uses for the metal. Today it goes down so 
many channels that however poor business in general 
may become there should still be a large enough demand 
for nickel to keep the big Canadian producer operating 
at a moderately profitable level. Moreover, when the 
turn again comes and general business begins to move 
forward, the dynamic expansion which pertains to new 
sources of demand is complete assurance that Interna- 
tional Nickel has not as yet seen its final peak of 
activity. 


Today, the automobile (Please turn to page 469) 
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Make Your 


Investments 


Fit Your Circumstances 


There Is More to Sound Program 


Than Merely Sound Investments 


BY J. S. WILLIAMS 


‘ins list of securities shown on this page is, as a whole, 
a great deal better than many of those commonly held. 
While there is some duplication of investment field, and 
possibly some unbalance in the amount of capital in- 
volved in the different companies, no one could quarrel 
with the general quality of the organizations into which 
the money has been placed. Unfortunately, had the 
individual deliberately gone out of his way to discover 
the program least suitable to his own needs, he could 
hardly have been more successful. 


A Strictly Personal Matter 


Faced with mass-production methods and _ processes 
on every hand, it is hard for investors to avoid thinking 
of their money in a similar light. Yet, it is not enough 
to know, for example, that the United States Steel 
Corp. is a “good” company: nor that Boeing Airplane 
is a likely-looking speculation on the basis of probable 
armament orders. United States Steel may be a “good” 
company for some, but it may be a very poor depository 
for the money of others and, while a “flyer” in Boeing 
may be eminently justifiable on the part of those in a 
position to assume the risk involved, there are many to 
whom any kind of risk is an unnecessary hazard. A suit- 
able investment program is something which must be 
individually tailored: it is no whit a less personal matter 
than a dental inlay. 

It was in ignoring his own background and probable 
future need for money that the owner of the securities 
shown in the first of the accompanying tables made his 
mistake. Questioned, it developed that he was a sales- 
man of furs with a commission income subject to large 
fluctuations. He lived ina city apartment with his wife, 
and two boys aged 14 and 16 vears, respectively. He 
was judged to be about 42 vears old. 

Now, look at his holdings in the light of the foregoing. 
Furs are luxury items, the prices for which and the 
demand for which vary greatly with the general state 
of the country’s prosperity. Hence, during good times 
his securities will be high in price and his independent 
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income the largest just when his own earnings are also 
at a peak. Similarly, both his earned and unearned 
incomes will be lowest simultaneously at the other end 
of the cycle. 

Nor is there a saving grace to be found elsewhere. 
He might, for example, be living in his own house which, 
if fully paid, or nearly so, is always of great insulating 
value in the event of business recession. But no, he 
is obligated to meet a monthly rent bill whatever the 
state of business, and experience over past depressions 
shows that although rents may fall they never fall nearly 
as fast as the income of the average payer. 

Then there is the question of possible emergency. 
Common stocks, no matter how good, are a notoriously 
poor place in which to have one’s emergency reserves. 





Portfolio Unsuitable to the Owner's Needs 





Mortgage, private residence $3,500 

ERs rca does seus omtenteecween : pe 500 
iy - : Current Price 

1M American & Foreign Power 5s, 2030.... 57* 

2M Delaware & Hudson Ref. 4s, 1943.. ss 50* 

1M Southern Ry. Gen. 4s, 1956............ 7 46* 

20 shs. American Telephone & Telegraph. 150* 

30 shs. Bethlehem Steel.............. 63 

100 shs. Consolidated Edison N. Y....... : 24* 

20 shs. Du Pont de Nemours......... Mei : : 116* 

50 shs. General Electric.......... ye ne : : 43 

100 shs. General Motors........... 6% : 34% 

20 shs. International Nickel............... 48 

65 shs. Kennecott Copper........ aoe ; 40* 

114 shs. National Lead....... : 29 

20 shs. Standard Oil (New Jersey)... . : ; 50 

20 shs. United States Gypsum..... Pewee ee eke 70 

50 shs. Woolworth, F. W................. ke oan Sens 40* 


* Scheduled for sale, not for the most part because of anything inherently 
wrong with the security, but because they do not fit in with the owner's indi- 
vidual p ,orb of some over-lapping of the investment field. 
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Providence is frequently perverse enough to arrange for 
the need to arise just when the stock market is falling. 
At such a time as this, it is hardly ever possible to do 
the right thing: if one staves off for a week or two the 
need for the money, then there will be weeks of even 
further decline. On the other hand, if one sells the stocks 
as soon as the emergency is known, the decline in the 
market will prove to have been but a mere dip from 
which there will be immediate recovery. 


Headed for Trouble 


It is, however, just for some sort of whipsawing like 
this that the owner of the first portfolio is ultimately 
headed. He has some bonds, of course, but they are 
not of a sufficiently high grade to remain stable during 
a time of general adversity. As for the mortgage of 
$3,500 which is held, it is true that this is a “money” 
investment and one may assume it to be a good one: 
it is not, however, a “money” investment which may be 
liquidated on short notice should an emergency need for 
cash arise. While there are many men who have done 
exceedingly well with carefully selected mortgages even 
during the worst of the depression, it seems certain that 
all have maintained easily liquidated reserves elsewhere. 

There is another point. We have been talking about 
a possible emergency need for cash, but looking at the 
ages of the two children it seems certain that a more or 
less urgent need will arise before very long. The boys 
are growing up and undoubtedly the elder is thinking 
even now about college. Perhaps the parents’ ideas on 
this subject are modest, but even so most people in their 
position would be wise to count upon steadily mount- 
ing educational expense for the next five or six years. 
As matters stand. there might well be outside develop- 
ments that would be seriously adverse to any such 
program. 

At this point, it may appear as if a general indictment 
of our man’s portfolio has been made. Let us say again, 
however, that it is much less the portfolio itself which 
is at fault, than it is the relationship between it and its 
owner which is wrong. Suppose this were the invest- 
ment position of a bank officer in a medium-sized town— 
aman married although without children. Suppose fur- 
ther that he lived in his own house and possessed life 
insurance policies of substantial surrender value. Then, 
in view of the presumable stability of earned income, 
one would have to admit that little fault could be found 
with the security holdings. Criticisms would be of a 
minor character and, except for changes here and there, 
the portfolio would stand as it is. 

This, however, is something of a digression: let us 
return from an imaginary owner to the real owner of 
the securities and consider what might be done that his 
holdings may more nearly fit his status. In the first 
place, he requires a liquid investment backlog which he 
‘an count upon selling at any time for an amount reason- 
ably close to what was paid. He needs this to counteract 
to some extent the unbalance in his earned income and 
in case of emergency. Under the circumstances, the 
only satisfactory securities are high-grade bonds—not 
medium-grade bonds, or anything of a lower caliber than 
the very best. Indeed, no fault could be found with 
United States Government obligations for this purpose, 
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Portfolio as Better Adjusted to the Owner's 





Requirements 
Mortgage, private residence................. See ae $3,500 
MEMON op vio kaise Aiaraiols nope eos crsisle dk har hemes Sieipaa ep she Sega 880 
eg ee ae Current Price 
2M American Telephone & Telegraph Deb. 31/4, 1966..... sen 100 
2M Niagara Falls Power 1st. & Ref. 3%/s, 1966........... icaveas 105 
2M Pacific Gas & Electric 1st. & Ref. 31s, 1966............ cee 107 
1M Philadelphia Electric 1 st. & Ref. 31/8, 1967.................0 008. 105 
2M Pennsylvania R. R. Cons, 4s, 1948................... saaeeats 113 
25 shs. Du Pont de Nemours $4.50 preferred................ . 110 
BU Gia HORNET RRB ooo ocx) .0is Sia. sias esses otiereeciaeee wen Sbetenes 63 
PT CUM ENDING sysop oo isis FA siete cin sc dingeuieameaseadanatiaging 43 
20 + 30 shs. International Nickel..........20.0.0.0.00000 002000 c eee 48 
114 shs. National Lead................. eraiteravere ye Qe ataed er eee 29 
20 + 30 shs. Standard Oil (New Jersey)............. ihre teGtaceee 50 
30 shs. Union Carbide & Carbon......................-- so Sipeitgseare 15 
20 shs. United States Gypsum.....................5.. swosegsits 70 





although in the illustration given we have contented 
ourselves with recommending a diversified list of the best 
corporate bonds, together with one exceedingly high- 
grade preferred stock. 


Which Securities to Sell 


It is proposed that the money for these purchases be 
raised by the sale of all the second-grade bonds and a 
number of common stocks. With the acquisition of the 
new bonds there will be less need for stability in the 
common stock holdings and, hence, the most logical can- 
didates for disposal are the stocks of those companies 
whose business is more or less mature. American Tele- 
phone & Telegraph, Consolidated Edison of N. Y. and 
F. W. Woolworth are examples of mature organizations, 
which offer the investor stability rather than prospects 
of dynamic growth. In selecting other issues to be sold 
consideration has been given to overlapping activities; 
for example, International Nickel overlaps Kennecott 
Copper to some extent. 

It will be noticed that the revised portfolio is more 
compact than the original and therefore, other things 
being equal, it will be easier to supervise. By recom- 
mending the enlargement of certain holdings, a better 
balance between the different items has been obtained. 
While there is no hard and fast rule that an investor’s 
stake should be approximately the same in every secur- 
ity he owns, it is better that there be no important 
discrepancies: if a great deal more of one security than 
another security is held, it is as if there were too many 
eggs in one basket: on the other hand, if one holding is 
negligible relative to the rest of the list, there is a natural 
tendency to give it inadequate attention. 

This discussion has gone to considerable lengths to 
show how an investor’s portfolio has been tailored to fit 
a particular set of measurements. It must not be 
thought, however, that one can arrive at an ideal and 
that it will remain so indefinitely. Not only does the 
character of securities change, but every individual’s 
background is in a state of constant flux. Revision is 
essential to successful investment. 
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SWIFT & COMPANY—ARMOUR & COMPANY 





Two Leading Meat Packers 


Appraised 


Recent Reports for Last Year Disappointing— 


Some Improvement Probable 


BY GEORGE W. MATHIS 


j= past twelve months or so have been an abnormal 
period for most industries, among them meat packing. 
At one time it was thought that the packers would 
do very nicely in the fiscal year which ended October, 
1937. Reports recently made public, therefore, are a dis- 
appointment—although more because of the high hopes 
that had been held than because the latest statements 
show earnings drastically under those of the previous 
year. Among the more important companies in the field, 
Swift & Co. reported for the twelve months to Octo- 
ber 30, 1937, a profit of $8,880,496, after depreciation, 
depletion, interest, taxes, special deductions and other 
charges. This was equivalent to $1.50 a share on the 
company’s outstanding common stock. For the fifty- 
three weeks to October 31, 1936, Swift’s earnings, after 
the elimination of special credits, was equal to $1.52 a 
share of common. 

Armour & Co. (Illinois) had a somewhat similar ex- 
perience. The net profit for the year to October, 1937, 
being $9,712,792, against a net profit of $10,239,462 for 
the previous year. These figures, after allowing for 
dividends on various issues of preferred 


in purchasing power and commodities almost without 
exception have tended tc drift lower in price. This made 
it necessary that the packers absorb inventory losses in 
the latter part of their fiscal period. 

Currently, prospects are a complicated mixture of the 
favorable and adverse. On the favorable side is the 
likelihood of a somewhat heavier and more even supply 
of meat. On the other hand, pork operations this fall 
were still subnormal and, because of the further decline 
in prices, they could hardly have been profitable. 
Whether the packers really do better in the fiscal year 
to end October, 1938, than they did in the twelve months 
for which they have just reported, is largely a question 
of the prices they obtain for the pork inventories ac- 
cumulated last fall. This in turn mainly depends upon 
the state of the public’s purse, or on whether the present 
“recession” grows worse or stages an abrupt reversal. In 
any event, the smallness of the pork inventories would 
appear to place a ceiling upon the possible profits. It has 
been estimated that not before another two or three 
years will pork supplies become normal. 





stock, were equivalent to 62 cents and 74 

cents a share of common, respectively. 
The packers’ main trouble in the year just 

passed arose from an unevenness of meat 


Highlights of the Two Biggest Meat Packers 


SWIFT ARMOUR (Illinois) 
supply. The drought of 1936, resulting in Year ended Year ended 
Oct., 1936 Cct., -, 1936 Oct., 1937 
a shortage of feed, forced an abnormally : sana mine “ 
: ; : ; Sales $831,671,748 $885,836,529  $748,935,218  $788,279,705 
heavy marketing of animals during the win- 
hoe weemaeey Attareands x Net profit 9,035,533 8,880,496 10,239,462 9,712,792 
ter months 0 GIO-LYDE.  f erwards, Sup- Fi.ed charges times earned 5.63 5.67 1.79 1.74 
plies fell sharply; there was an actual short- gamed per share 
age of some grades; price rose to levels $6 prior pref......... - 12.18 11.21 
where consumer resistance was encountered. Common......... 1.52 1.50 14 62 
Because of the smaller volume of business 
being done, there was a tendency for the  Plent, after depreciation... 99,110,312 151,074,448 
margin of profit of the meat packers to fall. Funded debt... anna enema 
TOTO e 105,064,272 109,295,895 103,404,269 108,723,505 


Finally, with the onset of the current de- 
pression there has been a general decrease 
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From the standpoint of the security owner, however, 
particularly the owner of senior securities, there are 
always more fundamental considerations than the near- 
term prospect. How much progress have the meat pack- 
ers made in recent years, financially, physically and from 
the standpoint of trade position? Also, in view of gov- 
ernment’s steady encroachment on the field of private 
enterprise and looking at what is happening in the public 
utility industry, one must inquire these days into the 
political aspects. 

So far as political aspects are concerned, this was, of 
course, a factor in the meat packing industry long before 
the New Deal was conceived. Although there are no 
indications that the present Government plans a cam- 
pa.gn against the packers, their past experiences make 
them acutely sensitive to any mention of the anti-trust 
laws—something which Washington’s recent broadsides 
on the subject of monopoly in general have done nothing 
to abate. 

Unquestionably it will refresh some memories to state 
that the big meat packers continue to operate under the 
Consent Decree of 1920, the validity of which was up- 
held by the United States Supreme Court in 1932. 
Under this decree their activities are confined to meat, 
its derivatives and closely allied lines. At one time it 
was even doubtful whether they would be permitted to 
handle dairy products. The packers are expressly pro- 
hibited from conspiring to achieve a “monopoly.” 

This puts the companies concerned—Swift and Armour 
included—in something of a dilemma. At the same 
time it explains a number of things. Economic consid- 
erations are driving the packers to widen the scope of 
their activities, but, as they cannot go outside the 
boundaries prescribed by the Consent Decree, their 
efforts must be towards intensive rather than extensive 
expansion. It explains, too, why they are always at such 
pains to stress the keenness of the competion they en- 
counter and the service performed for both consumer 
and producer. Not that their sincerity in this matter is 
to be doubted in any way. “Monopoly” in the accepted 
sense implies control over prices and the exercise of that 
power to the point of extortion, the result, of course, 
being unconscionable profits. Swift & Co.’s showing for 
last year when it sold $886,000,000 worth of goods 
and services and made an average profit of one cent 
on each dollar of sales, or 3.9 per cent on the stock- 
holders’ investment, hardly falls into this definition of 
“monopoly.” 

However, all the talk currently emanating from high 
quarters is falling on the ears of a group of gun-shy com- 
panies and there can be no harm in understanding the 
reason therefor. 

It was said that the meat packing companies were 
bending their efforts towards intensive rather than ex- 
tensive expansion. One form of this is a widening sphere 
of operations. In this industry there are definite ad- 
vantages to be derived from operating in many centers, 
for, if prices in one are high, purchases will be curtailed, 
while at the same time there will be a greater concentra- 
tion of buying in centers where for any reason prices are 
lower. Since Swift conveyed its Argentine and Aus- 
tralian properties to the Compafia Swift Internacional 
some twenty years ago, foreign investments have been 
relatively unimportant and what additional territories 
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Courtesy Armour & Co. 


Beef is expected to be heavier this year. 


have been entered have been for the most part on this 
continent. To Armour, on the other hand, foreign opera- 
tions, particularly those carried on in the Argentine and 
other South American countries, are exceedingly impor- 
tant and, while there are places where it has been obliged 
to give up some business to local companies, this has 
not prevented opening additional plants elsewhere. 
Another form of the intensive expansion is the con- 
stant effort to build up consumer demand for a trade- 
marked product. Both Swift and Armour stamp and 
wrap their meats and other wares and are always striv- 
ing for a more attractive and sanitary package. Swift, 
for example, introduced last year it “Saniseal-Wrapt” 
veal, which the company claims to be a great improve- 
ment over other methods of marketing this delicate 
meat. The careful grading and a high degree of uni- 
formity are part of the effort to build up consumer 
demand for the product of a particular company. 
Mention has been made already of the packers han- 
dling dairy products. In the Consent Decree, decision 
was reserved as to whether they were to be permitted 
to handle this line, but as the companies were never 
expressly prohibited from doing so they have gradually 
built up an enormous business in butter, cheese, eggs 
and poultry. The handling of these products, together 
with hides, wool, soaps, cleansers, fertilizers and other 
by-products put the business of the big meat packing 
companies on a much broader base than it once was. 
Hence, in certain fundamentals there has been steady, 
albeit unspectacular, progress. Nor are favorable aspects 
lacking to other fundamentals (Please turn to page 469) 
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Speculative 


Possibilities 


in Rail Equipment Stocks 


Certain issues refiect forthcoming 


developments in recent market action 


BY FREDERICK K. DODGE 


Wrs Section 77 of the National Bankruptcy Act 
harboring 95 roads or 29.7 per cent of the total mileage 
in the United States, it is a common error to assume 
that these roads will not be in the equipment market 
while this status exists. This is not the case; in fact, 
some of the more important roads in receivership have 
been able to maintain equipment and buy new rolling 
stock to a greater extent than a solvent road barely 
covering fixed charges. The solvent road’s income must 
zo toward paying bond interest but the bondholder of 
the receivership road is in the same category as the 
“forgotten man.” 

The entire rail situation is so involved that faith, 
hope and charity must all play a prominent role in the 
near term prospects for the railroad equipment builders. 
Certainly, it will take faith in the ability of our railroad 
systems to orient themselves and to survive the ravages 
of past tinkering before an investor will enter the stock 


market in this group with any degree of assurance. 

Not only is faith essential but the urge to buy must 
spring from the hope that the Interstate Commerce 
Commission will realize the plight of the rails and raise 
freight rates. There must be the hope, too, that the 
railroads will have sufficient traffic, if and when higher 
tariffs are granted, to show the profits necessary to 
rehabilitate their rolling stock. 

There is little doubt that the railroads have been 
doing their best under the most trying conditions but 
their position is not unlike that of an out-maneuvered 
army. They have been outflanked on one side with 
punitive pension legislation, higher fuel costs, upward 
tax revisions and these, as well as other rising costs 
finally supplemented by wage increases to a figure above 
the 1929 level, have had a material effect on net income. 
On the other flank a sharp reduction in gross revenues 
was pressed upon the rails through the elimination of 
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emergency surcharges just at 
the time when operations of the 















































majority of roads were shedding 
red ink figures to show a profit. 
From the rear, guerilla war- 
fare has been waged by inde- 
pendent motor truckers with 
the result that large blocks of 
short-haul transportation of rail 
carriers will never be regained. 
This is why any alleviation of (20 
their present condition would be 
the equivalent of an act of 
charity. 
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tion and the improved equip- 
ment of today is without doubt 
a practical necessity to achieve 
these means. Thus, the equip- 
ment makers have a stake, as 
well as the rails, in the consid- 
eration of the Interstate Commerce Commission when 
the decision is finally rendered on rate increases. 

Past history reveals that a period of prosperity has 
been far reaching only when the rails have played a 
prominent part in the recovery phase. The ramifications 
contributing to rail prosperity extend from almost every 
line of endeavor, but the prime beneficiary is the prince 
or pauper rail equipment group. In good times the 
earnings of this type of company are almost unbeliev- 
able. Yet they are absolutely essential since in bad 
times heavy losses are the rule with almost no exceptions. 

Here again. hope or wishful thinking must enter the 
picture, for the current surplus profits tax fails to con- 
sider a feast or famine industry. Unless a revision of 
this tax is effected, the next famine period will find but 
little reserve from the feast years. 

In the entire recovery period the year just closed gave 
the first semblance of a feast year. In late 1936 a sizable 
increase in equipment orders was noted but not until 
1937 did the real expansion of demand occur. This buy- 
ing in the first half of 1937 resulted in the building up 
of equipment backlogs sufficient to avert large losses 
when the sharp recession of orders occurred later in the 
year; these backlogs, however, have little further to run. 
The recession in orders was a sequel to the wage contro- 
versy which created uncertainty as to profits and nat- 
urally led to a less liberal buying policy. 

This short-lived uptrend in purchases by no means 
has satisfied the existing need of new equipment and 
when the outiook begins to clear it is a natural assump- 
tion that large scale orders will again be placed. 

Locomotives constitute approximately one-tenth of all 
railroad investment and nearly one-third of operating 
expense is applied to the repair and operation of this 
one-tenth of investment. Increased power, thermal effi- 
ciency and general economy of operation comes with 
each replacement or new purchase. Current inquiries 
on locomotives, however, are practically at a standstill 
not only due to the uncertainty on rate increases, and 
the decline in traffic incident to the business depression, 
but because of another important factor. In the last- 
minute rush of the 75th Congress the Senate passed a 
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The bill 
was under consideration by a House committee when 
Congress adjourned. Whether it will be revived and 
passed in the current session is a matter of conjecture, 
and as long as there is any possibility of the bill passing, 
inquiries for new motive power will probably be limited. 
Such a bill, once passed, would be a body blow to the 


law limiting the length of trains to 70 cars. 


railroad common stockholder. With increased traffic it 
might benefit the locomotive builders since a consider- 
able number of lighter locomotives would be needed to 
haul the larger number of trains thus placed in opera- 
tion, but while the bill is pending it will no doubt act 
as a definite restraining influence on new purchases. 
For this reason it is well not to be too optimistic on the 
locomotive builders’ near term prospects. The car 
builder stocks have recognized this in their compara- 
tively better market action in recent weeks. 

In locomotive construction, American Locomotive, 
Baldwin and Lima Locomotive are the leaders. Amer- 
ican Locomotive delivered 70 locomotives in the first 
half of 1937 with orders for 197 carried over to the sec- 
ond half. It is believed American had sufficient carry- 
over at the year-end to assure a fairly good first quarter 
of 1938 but, unless new orders are received before spring, 
a substantial earning power for the full year is probably 
not in prospect. Baldwin Locomotive Works will also 
carry a sizable backlog into 1938 but, despite reorgani- 
zation, little profit has been shown this year on its loco- 
motive business, and its subsidiary, Midvale Company, 
has been the chief source of earning power. Lima Loco- 
motive is expected to enter the new year with but four 
locomotives on its books. Regardless of the fact that 
this organization is operated with a high degree of effi- 
ciency, however, the railroads’ ability to purchase new 
motive power must increase materially before inquiries 
will find their way to the order books of this company. 

Car builders are in a somewhat different position. 
Last September carloadings almost reached 850,000 cars. 
Slight pinches in available cars were felt for the first 
time in a number of years and had it not been for the 
recession in business, traffic managers would have been 
faced with the first real freight car shortage since 1922. 
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Equipment Stocks 









































1937 (est.) 1936 
American Locomotive...................... nei ‘ 3.50 d1.75 
Baldwin Locomotive......................- ae -40 
‘Lima Recto ose e chokisensn es y 4.50 d1.38 
American Car & Foundry.................. -78@ d.47@ 
American Brake Shoe...................-..5- ; 3.75 2.95 
Ametican Steel Foundries.................0..c0.000-. 3.10 2.64 
EE No Boe bang a< dd gics sp is snasnck ces 1.25 ore 
oe a i 3.00 1.66 .= 





@Actual_6 months ending Oct. 31. d—Indicates deficit. 





Another favorable indication for the car builders is 
the apparent determination of the Association of Amer- 
ican Railroads to end the periodic extension of the time 
limit for replacement of arch bar trucks on freight cars 
with cast steel side frames. When announcing the ex- 
tension to July 1, 1938, the A.A.R. ruled that after 
April 1, 1938, no mileage or per diem shall be paid on 
cars equipped with arch bar trucks. This appears to be 
almost conclusive evidence that further extensions of 
the time limit are at an end. With only 5.7 per cent of 
United States railroads and 7.1 per cent of privately 
owned freight cars still equipped with arch bar trucks, 
a number of companies may retire this equipment from 
interchange service rather than recondition the cars, 
and thus a potential market for approximately 100,000 
cars will be existent when there are indications that the 
revenue and expense problems of the carriers are less 
severe. 

The recent proposal to form a railroad car buying 
pool to be sponsored by car 
equipment builders and invest- 
ment bankers is ample evidence 
that fertility of this field is rec- 
ognized. It has been proposed 
that $300,000,000 to $1,000,- 
000,000 be raised by selling se- 
curities to the public to pur- 
chase new equipment. Any road 
not in a position to finance 
equipment trust certificates 
would be allowed to lease the 
new equipment for a rental to 
cover the purchase price in 
about 15 years. While this pro- 
posal is still in the intangible 
stage, it does reveal the trend 
of thought with regard to rail- 
road needs. 

There has seldom been a time 
in recent years when evidence 
of latent demand for equipment 
has been so clear-cut. But to 
be brought to the point of ac- 
tual purchases, much depends 
upon the final decree on rates 
by the Interstate Commerce 
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International Nickel Co. 
New type Hopper car built of light weight nickel steel. 


Commission in early February. It may be possible that 
little in the way of new orders will be forthcoming even 
Comparative Earnings of Representative with the announcement of a favorable rate decision, 


for, in the final analysis, a traffic increase is just as essen- 
tial as an increase in rates. Nevertheless, the mere fact 
that the railroad industry will be in a position to pur- 
chase new equipment at the rate of probably 100,000 
cars and 2,000 locomotives a year, when the necessity 
occurs, should find some reflection in the stocks of the 
equipment builders. 

Unfortunately, the favorable implications do not 
apply with the same force to all of the equipment issues. 
Recent market action shows this to be so. Among the 
best from this standpoint are American Steel Foundries 
and American Brake Shoe & Foundry, which have shown 
the most encouraging market performance. 

The chart of American Steel Foundries reveals quin- 
tuple bottoms at a level of 23. While these bottoms 
were being made throughout October and November, 
the stock fluctuated within a trading range between the 
levels of 23 and 30. This formation resulted in the little 
known quadrant indicator which has as its basis a 
lever (L) and fulcrum (F). In short, the trend line of 
a long decline acts as a lever when a congestion area 
forms a base. The fulcrum point is at the top point 
of the established trading base, in this case the 30 
level. A possible move is forecast to the 54 level, 
which was the resistance level during May. June and 
July of last vear. The quadrant indicator was estab- 
lished upon the break out of the trading range at 31, 
with this point (P) as the pivot for the leverage swing 
to 54 (see dotted lines). The action of the stock since 
the break out at 31 has been far better than the market 
as a whole in that it did not return into the trading 
range. Quadrant indicators are bullish in their implica- 


tions but they cannot by any stretch of the imagination 
work out perfectly 100 per 


(Please turn to page 459) 
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Earnings Outlook 


for Tin Containers 


Competitive Situation Clarified 


BY NORMAN 


—— the depression holders of the shares of 
American Can, Continental Can and McKeesport Tin 
Plate, the three leading manufacturers of tin containers, 
derived no little satisfaction from the ability of these 
companies to show good profits and pay dividends while 
many another company was rolling up sizable deficits. 
Moreover, the can companies, unlike most other pro- 
ducers of consumers’ goods such as foodstuffs and cigar- 
ettes, were favored by a steadily widening market for 
their products. Through the enterprise of these com- 
panies the use of tin containers was being expanded 
into new fields, such as lubricating oils for example. 
Later on with the advent of Repeal the beer can was 
perfected, an event which is regarded by many to have 
been the oustanding merchandising feat of the past 
decade. Two years ago few would have doubted the 
ability of the can companies to ride high on the crest 
of returning business prosperity. 

Yet for the past fifteen months it has been the un- 
compromising verdict of the stock market that the tin 
container business, far from being a favored industry, 
has been facing increasing uncertainty. The shares of 
American Can and Continental Can, even in 1936 closed 
that year near their lows and at no time during the past 
year did their market values approach anywhere near 
the 1936 highs. During the final week of December the 
shares of both companies established their 1937 lows. 
American Can sold at 6914 and Continental at 37. 

It would be difficult to match the disappointing mar- 
ket action of these two issues even among the radically 
speculative shares of companies subject to widely fluc- 
tuating earnings. Supported by their convincing record 
of earning power and dividends in both good times and 
bad, the shares of American and Continental Can had 
justifiably acquired a considerable measure of investment 
prestige. What then has happened to so emphatically 
discredit them marketwise? 

In attempting to arrive at a practical and logical 
answer to this question, it is possible at the outset to 
make one or two valid assumptions. It is certain, for 
instance, that the recent sharp slump in general business 
shares only a small part of the responsibility for the 
poor market behavior of the can stocks. It has already 
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been noted that their market decline antedated the 
slump in business and securities by some months. These 
latter conditions merely served to accelerate their down- 
ward journey marketwise. Secondly, even the most 
casual observer will have noted that the can opener is 
still one of the busiest and most essential implements in 
the kitchen. People haven’t stopped eating or gone on 
a national diet and today everything from bread to plum 
pudding is sold in cans. In fact, with only a few excep- 
tions, consumption of the myriad of products which are 
packaged in cans has been little affected by the latest 
business reaction. Thus, it is further certain that the 
can industry is not ailing for want of demand. It is 
also certain, however, that competition, already keen to 
supply this large demand for containers, will figure 
prominently in the results of individual manufacturers. 


New Competitive Factors Introduced 


For some time an intense industrial battle has been 
waging between the manufacturers of tin containers, 
glass containers, fibre containers and paper containers, 
each group mustering all their resources to enlarge their 
scope at the expense of their rivals. Research has devel- 
oped scores of new packaging ideas and manufacturing 
technique has .been utilized to lower costs and bring 
them within competitive range. Yet withal, so far at 
least, there appears to have been an ample volume of 
business to insure highly profitable operations all around. 

From this, however, it cannot be assumed that the new 
competitive forces which have been injected into the 
container industry will be readily absorbed and without 
apparent effect upon the established manufacturers. For 
one thing food packers, beverage manufacturers, etc., 
are not in a position to change the container in which 
their merchandise is sold as readily as might be supposed. 
There are such considerations as contracts, both for con- 
tainers and closure machinery, the possible risk of re- 
duced sales volume until customers become acquainted 
with the new type container, advertising costs and many 
other items peculiar to a particular product. A com- 
petitive container may be available to him at a lower 
cost but whatever the inducements are, the packager 
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How Three Leading Can Companies Compare 


American Can 


Continental Can McKeesport Tin Plate 


Gross Sales 

Mat Ae tan a ek, BEG SOU oho ee $150,314,643 $80,923,392 $14,707,427 

TE rte lin aiic skier ncuvesess cums biies 184,702,113 91,172,066 14,968,268 | 
Net Income 

hs tte Es ce ee 17,310,303 11,223,578 2,135,097 

es. cain osc nc nesons cs 17,226,845 9,038,788 1,770,314 
Earned Per Share 

a a ee ee aL $5.83 $4.21 $2.93 

a 5.80 3.17 2.43 
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may be compelled to bide his time for one cause or an- 
other. For this reason it is as yet impossible to ac- 
curately evaluate the effects of new competition in the 
container industry. 

Exception, however, may be made in the case of the 
beer can. It was the beer can incidentally which gave 
the greatest impetus to the competitive race between 
the makers of tin cans and the bottle manufacturers. 
No one outside of the can companies themselves ever 
thought of beer in cans. The bottle was to beer as ham 
is to eggs. But the can companies by developing a new 
type of container, with a lining which would preserve 
the taste and quality of beer, approached brewers armed 
with such strong selling points as the lighter weight of 
the can over the bottle, and greater facility in handling 
and storing both by the retailer and consumer. The 
brewers were impressed and also were in the fortunate 
position of being able to try the can, while at the same 
time continuing to use the bottle. The can companies 
backed up their selling campaign by a national advertis- 
ing program extolling the virtue of beer in cans. 

In 1936 can sales reached a new peak with the total 
approximating fourteen billion units and there appears 
to be little doubt that another new high record was 
established in 1937. Some hint as to the extent in which 
beer cans have figured in these records is to be found in 
statistics compiled by the United Brewers Industrial 
Foundation. Last August that institution estimated 
that sales of beer in cans in 1937 would total 871,200,000 
units, valued at $19,000,000 and comprising 11 per cent 
of total packaged beer sales. Sales of beer cans in 1936 
were probably around 700,000,000 units. The latter 
figure represents 5 per cent of the total output of cans 
in that year. 

By contrast with the fact that about half of the food 
consumed in the United States is sold in cans and ac- 
counts for 60 per cent of the output of tin containers, the 
5 per cent contribution made by beer cans seems rather 
insignificant. 
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Nevertheless, at the time of its introduction the beer 
can aroused speculative fervor; the shares of leading can 
companies were bid up; and the shares of the leading 
manufacturers of glass containers were indiscriminately 
sold on the belief that the can would all but supplant the 
familiar beer bottle. To say the least such reasoning was 
premature. 

Competition was intensified by the entry of Crown 
Cork & Seal into the manufacture of tin containers and 
the acquisition of three established can companies by 
Owens-Illinois Glass to place that company fourth among 
can makers. Moreover, Owens-Illinois, fighting the en- 
croachment of the can companies developed two new 
types of beer bottles—the “Stubby” and the “Steinie” 
which, although the same size as the more familiar 
“export” type of beer bottle, were easier to handle and 
their prices were adjusted to either eliminate or reduce 
the cash deposit of 2 cents which the customer had pre- 
viously been required to make. Crown Cork, shortly 
after its entry into the tin container field, made a bid for 
competitive recognition by announcing a lower price for 
standard cans. That the company, however, has as yet 
failed to make any sizable inroads into the business of 
the established can companies is indicated by the fact 
that notwithstanding record sales and earnings in all 
other divisions, the losses suffered in the company’s can 
division held total earnings in the first nine months of 
last year below the 1936 level. While it may be too 
early to pass judgment on Crown Cork, it is at least 
apparent that the company for the present offers no 
serious threat to the prestige of the leading can manu- 
facturers. Crown Cork, however, in its own right, as 4 
leading manufacturer of caps and seals, retains a major 
industria] standing. 

As one surveys the competitive situation at this time 
several salient points are clearly discernible. So far as 
the average consumer of beer is concerned beer in cans 
or beer in bottles tastes the same and the price is prac- 
tically the same, perhaps a penny or two difference in 
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the cost of three units. It is apparent, however, that the 
majority of consumers who buy their beer packaged 
still prefer bottles, a contention supported by the fact 
that during the past year the sale of beer bottles recorded 
the largest gain of any type of glass container. Sale of 
beer bottles last year increased upwards of 25 per cent, 
while sales of beer cans increased about 15 per cent. So 
far Owens-Illinois has made no attempt to manufacture 
beer cans, confining its can manufacturing activities 
mainly to general line cans and tin decorated novelties. 

On the strength of this evidence one seems justified in 
venturing the belief that tin cans have obtained their 
maximum share of the beer market. Further gains will 
be limited to the proportionate extent to which con- 
sumption of packaged beer increases. It is rather diffi- 
cult to see what the can companies might do to further 
increase the sale of beer in cans. The promotional 
groundwork appears to have been completed and con- 
sumers have had ample opportunity to indicate their 
preferences. Lower prices for beer cans might be a stim- 
ulant, but with the recent advance in tin plate prices 
such a move would seem uneconomic. At the present 
time the average glass container sells for something less 
than two cents each, while the price of No. 2 cans will 
be raised to slightly more than two cents, with the ad- 
vance in tin plate. 

Growing disappointment over the earnings possibilities 
of the beer can has doubtless been responsible for some 
of the selling of the can stocks over the past year 
but certainly with the knowledge that this phase 
of the can companies’ business is by no means 
the most important, it becomes necessary to 
search elsewhere for conditions which would war- 
rant the severe depreciation in value suffered by 
this group of stocks. After all, the excellent de- 
pression record of the can companies was made 
without benefit of the beer can. 

The demand for packers’ cans supplies the 
major source of demand, as already noted, ac- 
counting for 60 per cent of the total output. Ac- 
cording to the Department of Commerce, can- 
ners’ stocks of peas, corn and green and wax 
beans on October 1, last, were substantially above 
those for the year previous in reflection of the 
larger crops and packs of the past season. As a 
result the Bureau of Agricultural Economics esti- 
mated that the total supply of canned vegetables 
for the 1937-38 season would be 15 to 20 per cent 
above last year, an increase more than sufficient 
to replenish carry-over stocks and provide for 
domestic consumption. Wholesale prices of 
canned vegetables have dropped from 20 to 25 
per cent below a year ago, a condition which will 
undoubtedly influence packers in contracting for 
less acreage this year. 

The marked increase in vegetable packs last 
year favored the can manufacturers. Present 
indications are that large supplies and some re- 
duction in consumption will cut into the sales 
volume of packers’ cans in the months ahead. 

The prospective demand for general line cans, 
the other major consuming force must be gauged 
more or less by the outlook for business as a 
whole. At the same time, however, it is note- 


JANUARY 15, 1938 


worthy that the largest users of general line cans include 
those industries which have in the past and should con- 
tinue to resist a general business recession. Such prod- 
ucts as lubricating oils, coffee, soups, crackers, tobacco, 
paint, varnish, drugs, etc., would be subject only to a 
relatively slight decline in aggregate sales volume, with 
a correspondingly slight effect upon sales of tin con- 
tainers. 

Although full knowledge must await 1937 balance 
sheets, it is virtually certain that the can companies 
closed the year with greatly enlarged inventories of tin 
plate, acquired in advance of the higher prices which 
went into effect on October 1, last. Tin plate prices on 
that date were raised 50 cents to $5.35 a base box. The 
maintenance of this price is assured by the action of the 
Carnegie-IIlinois Steel in confirming the price until Sep- 
tember 30, 1938. 

The prices of general line cans were adjusted to con- 
form with higher tin plate prices last October and annual 
contracts for packers’ cans were automatically adjusted 
on January 1, 1938. With higher selling prices and large 
inventories, leading can companies will probably record 
an inventory “profit.” 

It will be recalled that in 1936 the can companies were 
compelled to make substantial refunds and reduce prices 
to smaller consumers in conformance with the terms of 
the Robinson-Patman Act. This condition was responsi- 
ble mainly for the disappointing (Please turn to page 462) 





7 Tunyee Knvio 


Approximately 11% of all packaged beer sold in 1937 was canned. 
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How London and New York Markets 
Affect Each Other 


Marked Similarity of Price Trends Observed 


BY JOHN C. LLOYD 


Asx Wall Street why the market turned in March and 
one of the reasons given is likely to be the English over- 
speculation in commodities and subsequent dumping of 
American stocks. Ask London what pulled their prices 
down to present levels and our “hysteria” will get a 
share of the blame. The link between the two markets 
is the only certain and admitted fact, still holding despite 
many stretchings and strainings. In September a Lon- 
doner commented that since Wall Street was apparently 
declining on the poorer prospects of domestic business 
and political considerations, a “divorcement of tone” be- 
tween the two leading markets was an immediate possi- 
bility. It was felt that if London could ignore New 
York’s slump a modest recovery in the British market 
should be the least result. 

A glance at the averages, however, shows that the 
divorce has yet to be granted. Agreeing with the reasons 
ordinarily given or not, both in- 


principal concern of this article is the underlying rela- 
tionship between them—the way international prices are 
tied together in practice. What have London jobbers 
to do with the price of Consolidated Edison or U. §. 
Steel? Why should New York prices be affected by 
Contango Day, exchange rates, the difficulties of an 
English broker, international arbitrage? We hear pon- 
derous references to them, but there is usually a mystery 
as to how they actually affect our markets and our 
pocketbooks—if they do. 

The mystery is responsible for a good part of the 
attention these factors receive and the worry they cause. 
Their importance should not be underestimated, but too 
often Wall Street forgets the reciprocal quality between 
the two markets; and the gossip in brokerage offices and 
newspapers credits Throgmorton Street with beginning 
a decline which is of pure American origin, and con- 





vestor and speculator must see 





the parallel between the two 
markets in order to understand 
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versely. Over the past year the 
fortnightly settlements in London 
have gained a sinister reputation for 
bringing about concentrated selling 
waves. Not only on the chance that 
the same thing may happen again 
under somewhat similar circum- 
stances, but having in mind the 
probability of equally determined 
buying from the other side in the 
future, a few calm facts on the whole 
subject seem in order. 


International Arbitrage 


A comprehensive view shows Lon- 
don affecting New York in two 
distinct ways. First is the actual 
trading in American securities there 
—the buying or selling waves in 
U. S. Steel, Chrysler and other fav- 
orites. Second, and also important, 
are the fluctuations in British se- 
curities, resulting in increases or 
decreases of buying power and spec- 
ulative confidence. 

The sensitive connection between 
the two markets in issues which can 
be traded on both sides of the water 
is supplied by the arbitrageur. There is excellent money 
to be made in this business. The only equipment 
needed is a split-second mind, plenty of capital, a seat 
on the New York Stock Exchange and a direct wire 
to the floor, arrangements for rapid trading in foreign 
exchange, a joint account with an equally agile English 
broker, and a complicated cable code for instantaneous 
cooperation. 

The cable and radio have speeded up arbitrage trans- 
actions to a matter of seconds rather than weeks. Spe- 
cialists in this work constantly exchange quotations on 
the securities which are traded in both New York and 
London, hoping to find a discrepancy which can be 
turned into a profit. The motive is far from altruistic, 
yet the result of their dealings is the desirable one— 
to maintain an equality in price for English and Amer- 
ican investors alike. When International Nickel gets out 
of line to the point where it is quoted 4514-14 in Lon- 
don and 46-14 in New York, even the amateur would feel 
the urge to sell it at 46 here and cover at 451% on the 
other side. 

The problem is not quite so simple, though, for dollars 
would be received on the sale and pounds paid on the 
purchase. The figures just quoted set on arbitrary price 
of $5 on the pound, or four shillings to the dollar. This 
happens to be very close to the current rate of exchange, 
but suppose sterling were quoted at $5.06 to the pound. 
The short-cut to convert English quotations into Amer- 
ican currency is to divide by 5 and multiply by the price 
of the pound. 4544+5=9.1. 9.1 X 5.06 = 46.046. 
The arbitrageur who sold in New York at 46 and bought 
in London at 4514 would actually pay 46.046 dollars for 
his English stock, registering a loss before any allowance 
for commissions, taxes and cable charges. 

Wide fluctuations in stock prices or exchange rates 
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Courtesy Radio Corporation of America 
Operating Room of R.C.A. Communications, Inc., through which 
numerous quotations pass daily. 


provide the most anxious and the most profitable mo- 
ments for these traders. New York has a habit of drop- 
ping more violently than London on its own stocks, 
providing remarkable spreads between prices. The 1929 
panic saw issues selling twenty and thirty points lower 
here than in London, and the arbitrageurs profited hand- 
somely. Almost as good was the 1933 break, when cool 
nerves and a command of facilities meant enormous 
profits with negligible risk. One obvious rule applies to 
all such transactions. The first half. of the trade should 
be made in the thinner market. Ordinarily this means 
that trades in American issues are begun in London and 
finished here, the opposite procedure being followed 
where our market is the less active. Thus the danger of 
being hung up with a half-finished trade is lessened and 
in cases where a sudden shift eliminates the profit there 
is assurance that the loss (Please turn to page +465) 





Some American Issues in Which London Is 
Interested 


General Motors 
General Refractories 
International Nickel 
International Telephone 
New York Central 
Northern Pacific 


American Metal 
Anaconda 
Atchison 
Baltimore & Ohio 
Bethlehem Steel 
Canadian Pacific 


Celanese Radio 
Chesapeake & Ohio Roan Antelope 
Chrysler Southern Pacific 
Consolidated Edison Southern Railway 
Erie Union Pacific 


U. S. Steel 


General Electric 














MASONITE CORPORATION 





Profits Out of Waste Wood 


Recent Enviable Earnings Record Would Be 


Bettered with Building Revival 


BY RALPH MERRILL 


A SELECT minority of corporations are favored by 
qualities or circumstances which produce a growth of 
sales and profits far out of proportion to expansion in 
general business activity or to growth of the particular 
industries in which they operate. In an unfavorable 
economic tide, they fall back but little. In a favorable 
tide, they swim out ahead of the pack of competitors. 

On the record of recent years, the young and growing 
Masonite Corporation qualifies as an enterprise of this 
kind. Therefore, the possibilities of longer range appre- 
ciation in its common stock merit careful appraisal by 
the speculator or the speculative-investor. 

The highlights of Masonite’s performance can be 
briefly sketched. The physical volume of its business, 
although not officially reported, is known to have more 
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A battery of presses manufacturing wet-lap into Masonite boards. 


than tripled since 1929. Under the none too favorable 
economic conditions of 1935, it not only had recovered 
all ground lost during the depression but showed profits 
more than double those of 1929. For the fiscal year 
ended last August 31, its net income was considerably 
more than three times that of 1929. As compared with 
1929, its cash and total working capital have approxi- 
mately tripled. 

Behind this performance is a patented process, and 
aggressive merchandising of the resultant products. 
Simply put, the process enables Masonite to take cheap 
wood—saw mill waste or second growth trees unsuitable 
for lumber—and transform it into wood fiber board 
which for literally hundreds of uses is superior to lum- 
ber. It is tough, durable, water-resistant and, in the 
proper thicknesses, constitutes effec- 
tive insulation against heat or cold. 
Being grainless, it is less subject 
than lumber to warp or pull. Made 
in any desired lengths and widths, 
in thicknesses ranging from 1 of an 
inch to 2 inches, it can be worked 
with ordinary carpenters’ tools. 

Approximately half of the market 
for Masonite products lies in the 
field of construction, the rest in the 
fields of industry, commerce, trans- 
portation. During the past eighteen 
months the company has also en- 
tered the young and growing field 
of plastics with Masonite “Bena- 
loid” and Masonite “Benalite.” These 
are resin-based plastic boards, sub- 
ject to as many ultimate uses as 
fiber board. 

If you can apply a low-cost manu- 
facturing operation to a cheap and 
plentiful raw material, get a useful 
product therefrom and obtain a fa- 
vorable price for it from the ulti- 
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mate consumer you have “got something.” Masonite 
has just that. 

Although the company does not report sales, and the 
analyst is therefore unable to calculate its profit margin, 
it is obvious that such margin is unusually favorable— 
so favorable that it would be an inviting target for com- 
petition except for patent protection which has some 
years to run. This is not to say it has no competition. 
It has plenty from fiber board made under other proc- 
esses, but none of these appear to have the natural and 
economic advantages of the Masonite process—at least 
not yet. 

Some idea of the profit margin can be had from cal- 
culating net income as percentage return on the com- 
pany’s fixed property investment, plus working capital. 
This return, for the year ended last August 31, amounted 
to 37 per cent, and was approximately the same for the 
preceding fiscal year. 

In comparison, the notably efficient Johns-Manville 
Corporation had a 1936 net income—the latest ful] year 
statement available—equal to a return of approximately 
12 per cent on its property investment plus working 
capital. In 1929, this company’s peak year, the return, 
similarly calculated, was 18 per cent or less than half 
that shown by Masonite during the past two years. In 
the light of this statistical evidence, one does not need 
a statement of dollar sales to arrive at the quite safe 
conclusion that Masonite’s profit on every dollar of gross 
revenue is exceptionally advantageous. 

Organized in 1925, Masonite grew out of the experi- 
mental research of William H. Mason, a chemist, who 
conceived the idea that there ought to be some way in 
which waste materials resulting from the production of 
lumber—slabs, edging and short lengths—could be put 
to use. His first effort was to make paper from such 
materials. He knew that every tree is made up primarily 
of cellulose, which is the fiber, and lignin, which is the 
binder that welds the fibers together. He knew that a 
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Huge stacks of Masonite awaiting shipment—Stacking 
machine in operation. 


wood fiber is cylindrical in form, with closed ends and 
the center forming a practically perfect dead air cell. 
He knew that the lignin binder could be softened if sub- 
jected to steam under high pressure, and that the fibers 
could be separated by an explosion of that steam. He 
reasoned that if the fibers could be separated, without 
chemical or physical change in their composition, the 
pine forests of the South would provide abundant raw 
material for the production of paper. 

A small shed, one assistant, an improvised steel con- 
tainer or “gun,” a handful of wood chips, a few ounces 
of water and two blow torches constituted the initial 
set-up. The experiment was an explosive success, but 
the fibers proved too tough and strong to make a good 
paper. The disappointed inventor eyed his handiwork 
but briefly, then decided that the very qualities which 
made his fibers unsuitable for paper would make them 
commercially useful if they could be converted into 
boards for structural and industrial uses. 

Backed by a group of saw mill men, a plant was set 
up at Laurel, Miss. The first product was 14-inch insu- 
lating board, made by compressing thick mats of wood 
fibers — now known as “wet lap” —in heated presses. 
The second product, Masonite “Presdwood,” was devel- 
oped by chance. Steam was inadvertently left on too 
long in a press. The resultant board was found to be 
not 1% inch thick but only 14 of an inch, and smooth, 
dense and stronger than most natural woods of similar 
thickness. 

The plant was put into commercial operation during 
the second half of 1926. It had the advantages of cheap 
natural gas for fuel, eco- (Please turn to page 468) 
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For Profit and Income 








New Silver Price 


The action of President Roosevelt 
in lowering the price which the Gov- 
ernment will pay for newly mined 
domestic silver from 77.6 cents to 
64.5 cents is destined to find reflec- 
tion in the earnings of leading do- 
mestic silver producers. In most 
instances, however, the reduction in 
earnings may be less drastic than 
supposed, offhand. Some idea of the 
effects of the lower price may be 
obtained computing the returns at 
64.5 cents based on 1936 produc- 
tion. In 1936 Anaconda’s domestic 
properties produced 7,297,000 ounces 
of silver, which on the basis of the 
present price would have realized 
the equivalent of 11 cents a share 
less than on the former price of 77.6 
cents. Earnings of Phelps Dodge 
would have been reduced 16 cents a 
share; Bunker Hill & Sullivan, 18 
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cents; Hecla, 16 cents; and Silver 
King, 15 cents. On the other hand 
Sunshine Mining, which in 1936 pro- 
duced over 6 ounces of silver for 
each share of stock, would have suf- 
fered a loss in earnings equal to 79 
cents a share, while Magma’s earn- 
ings would have been reduced 41 
cents a share. Probably one of the 
largest sufferers will be U. S. Smelt- 
ing, but to what extent cannot be 
determined because a sizable portion 
of the company’s production is 
mined in Mexico. 





Used Car Stocks Mount 


Used car stocks—the perennial 
problem of the motor industry— 
have again become a_ formidable 
stumbling block in the path of new 
car sales. Reliable estimates place 
used car stocks at 600,000 units, an 
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USED CARS “ 





increase of 35% from the level of 
a year ago. Cold weather in most 
sections of the country has had a 
chilling effect on sales of used cars 
and, with average prices about 24% 
higher than a year ago, buyers are 
evincing little interest. The prin- 
cipal detriment to used car sales, 
however, is the mounting unemploy- 
ment among wage earners and small 
salaried employees who normally 
provide the backbone of the used 
car market. Dealers have become 
very reluctant to take trade-ins 
and as a result the entire automobile 
market has backed up. All of the 
leading manufacturers are making 
aggresive efforts to aid dealers 
through the medium of used car 
sales campaigns. 





The Erie Coliapse 


Announcement that the Erie Rail- 
road would default January 1 in- 
terest on no less than six bond issues 
was a shock to the financial com- 
munity. It was appreciated, of 
course, that the general position of 
the railroads is not a good one and 
that the Erie is not an exceptional 
road like the Norfolk & Western. 
Even so, we doubt whether anyone 
a few months ago would have put 
the Erie at the head of a list of 
coming defaulters. Hence, the shock 
and the downward plunge in the 
road’s obligations, which provided 
the sensation of the bond market 
during the past fortnight. They 
carried with them the bonds of the 
Baltimore & Ohio and a number of 
other carriers whose position cur- 
rently is rated none too good. 
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the Erie’s troubles was the 
refusal of the R. F. C. 
to advance a comparative- 
ly modest sum of money 
unless the loan was col- 
lateralized by the Chesa- 
peake & Ohio — the lat- 
ter being rich in cash 
and earning power and in 
control of the Erie. What- 
ever the merits of C. & O.’s 
refusal to assume an addi- 
tional contingent liability, 
it seems a pity that a rail- 
road which came through 
the depression as well as 
the Erie did, a road that 
Jast year earned its fixed 
charges with some mar- 
gin to spare and did 
the same thing in the first 
ten months of 1937, now 
has to default. Particu- 
larly is it a pity that the 
default had to include an 
issue as strong as the Prior 
Lien 4s, 1996. These bonds 
which last year sold as 
high as 107 dipped recently 
to 62 and, while they have 
subsequently recovered 
some part of the lost 
ground, they can _ hardly 
be considered high-priced 
even today. 

While the Erie has a six- 
months’ grace period in 
which to make good the 
default, during which the 
bondholders can do noth- 
ing to invoke their rights, 
it does not appear that 
owners of the Prior Lien 
4s need be disappointed 
if the default is not cured. 
Indeed, in the long run 
and looking at the situa- 
tion from a purely selfish 
standpoint, their position 





The immediate cause of 


Developments in Companies Recently Discussed 


American Tel. & Tel. . . . New installations by 


the Bell System in 1937 recorded the larg- 
est gain of any single year. The net gain 
last year of 876,000 stations compared 
with the increase of 871,000 stations in 
1936. Total installations at the end of 
1937 of 15,327,000 stations were the larg- 
est in the company's history. 


Continental Oil . . . Notwithstanding close ad- 


herence to proration schedules, company's 
production at the end of the past year was 
running better than 60,000 barrels daily. 
During 1937, the company was successful 
in opening several important fields in Kan- 


sas, Texas and Louisiana. 


Sears, Roebuck ... Although company's sales 


in the closing weeks of 1937 were 2.5% 
under those for the corresponding weeks 
of 1936, total sales for the 48 weeks ended 
Dec. 31 amounted to $543,239,325, an in- 


crease of 9.6% for the year. 


. W. Woolworth ... Sales in December and 


for the full 1937 year, reflecting the greatly 
increased scope of the company's merchan- 
dise, established a new high record. Sales 
in December were 3.7% ahead of those for 
the same month of 1936 and for the full 


1937 year the gain was nearly 5%. 


Cluett, Peabody . .. December was the larg- 


est for any December in the company's 
history, while November business was the 
best for that month since 1923. Company 
recently declared a quarterly dividend of 
25 cents. 


Philip Morris .. . It has been officially stated 


that company's cigarette sales last year 


DuPont. . 


Loew's . 


Allis-Chalmers . 


increased 50% over 1936 when 5,600,000,- 
000 cigarettes were sold. Company's new 
$700,000 plant in Richmond will be com- 
pleted this year. 


. A recent survey disclosed that 
the company last year sold more than 
1,500,000 pounds of Neoprene, a type of 
synthetic rubber made from limestone, coal 
and salt. As a result, it has been neces- 
sary for the company to double the ca- 
pacity of the plant producing this material. 


. . Company's report for the fiscal 
year ended August 31, last, revealed an 
increase of more than $3,000,000 in net 
earnings. Income applicable to the com- 
mon stock was equal to $8.46 a share on 
the 1,509,053 shares outstanding at the 
close of the fiscal period. The most recent 
showing compared with the equivalent of 
$6.73 a share earned in the 1936 fiscal 
year. Recent earnings, according to un- 
official estimates, have been running be- 
hind the comparable period a year ago, 
owing principally to a sharp decline in 
theater attendance and increased produc- 


tion costs. 


. . Company has announced 
the introduction of a new “"speed-lined" 
tractor adapted for use on small farms. This 
is said to be the lowest-priced farm trac- 
tor ever te be placed on the market. The 
company has estimated that the potential 
market for a tractor of this type may be 
gauged by the fact that on the 6,800,000 
farms in the country, only 1,314,000 trac- 
tors were in use at the beginning of 1937. 
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might be better in an immediate re- 
organization, for we very much 
doubt that a reorganization would 
be so drastic as to affect this issue 
whatever it might do to the road’s 
other bonds. 





Firestone Shows Record Sales 


Ending its fiscal year October $1, 
Firestone Tire & Rubber is the first 
of the leading rubber companies to 
report. For this reason unusual in- 


terest attaches to the company’s 
showing, as a possible indication of 
what may be expected of other tire 
manufacturers. Dollar sales of Fire- 
stone last year increased nearly 
16% and were the highest in the 
company’s history. Net profits 
totaled $9,269,176, or the equivalent 
of $3.33 a share for the common 
stock, and were the highest since 
1927. The gain over 1936, however, 
was less than 2%. Although the 
company does not disclose the 
amount of mventory loss sustained 


last year, it is certain that the de- 
cline in crude rubber from 27 cents 
a pound early last year to less than 
15 cents in October, required a sub- 
stantial adjustment in inventory 
values, to the detriment of earnings. 
An increase of some $8,500,000 in 
the company’s inventories and a rise 
of nearly $5,000,000 in customers’ 
receivables made it necessary for the 
company to increase bank loans 
from $12,000,000 to $27,500,000. 
This large bank debt suggests that 
(Please turn to page 470) 








Three Opportunities 


in Low-Priced Stocks 


Interesting Situations for the Long Pull 


BY LESTER TERHUNE 


American Radiator & Standard Sanitary Corp. 


1937-38 Range Total 1937 Dividends 
292-94 $.60 


When American Radiator Co. was merged with 
Standard Sanitary Mfg. Co. in 1929, it was with the 
expectation that these two leaders in the heating and 
plumbing fields would soon reach new peaks in sales 
and earnings. In that sense the results of the combina- 
tion have been disappointing, for the depression cut 
sales to not much more than a third of the 1929 figure 
and earnings dropped from $2.02 per share to a minus 
quantity. 

The comeback has been retarded by the sluggishness 
of the whole building industry. The 1936 earnings of 
70 cents a share exceeded those of 1930, but even though 
63 cents a share was earned in the first nine months of 
1937, it is doubtful if the full year report will show more 
than nominal improvement over the 1936 figure. 

This would not indicate a comfortable margin of safety 
for the 60 cent annual dividend rate, were it not for the 
excellent state of the company’s finances. The latest 
available balance sheet shows current assets alone equal 
to the combined current liabilities, funded debt, preferred 
stocks and reserves, with a balance left over for the 
common. Adding in plant and equipment, after depre- 
ciation reserves of about 35%, the equity for the com- 
mon stock comes to around $12 a share. 

With its excellent trade position and well maintained 
profit margins, American Radiator needs most of all a 
good old-fashioned building boom to prove its true 
earning power. Several times such an event has ap- 
peared probable, but it still seems some distance off, even 
with the government interested in bringing it nearer. 
In 1934, 1935 and 1937, the stock made annual lows 
within a fraction of 10. Annual highs starting with 1934 
have been at 17, 25, 27 and 29. Allowing for the fact 
that the reactions from these rising tops have been 
caused by disappointments over building prospects, and 
pinning very little faith on first quarter profits, those 
willing to hold for the long-pull are given the oppor- 
tunity to buy a stock of semi-investment rating near the 
bottom of a four-vear trading range. 


Recent Price 
122 
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Savage Arms Corp. 


Total 1937 Dividends 
$1.50 


1937-38 Range Recent Price 
272-11 19 


This maker of sporting guns and ammunition has 
compiled an impressive record over the last few years. 
After deficits in 1931, 1932 and 1933, earnings on the 
common were equal to 10 cents per share in 1934, 57 
cents in 1935, and have since grown without interruption. 


Twelve Months Earned Per Twelve Months Earned Per 
Ended Share Ended Share 

March 31, 1936...... $.66 

June 30, 1936....... 89 March 31, 1937...... $2.03 

Sept. 30, 1936....... 1.19 June 30, 1937....... 2.62 

0} | ee 1.45 Sept. 30, 1937....... 3.20 


With sales in rural sections of vital interest to Savage, 
rising farm income has provided the buying power and 
a well-handled product has done the rest. The balance 
sheet at the end of 1936 showed current assets more than 
12 times current liabilities, and the $1.50 paid in divi- 
dends during 1937 was only 60% of the first nine months’ 
earnings. 

Interest has recently grown in the stock because 
of its possibilities as a war munitions maker. Even with- 
out this type of business, however, the issue has con- 
siderable speculative appeal over the medium-term. 





Freeport Sulphur Co. 


Total 1937 Dividends 
$1.50 


Recent Price 
23/2 


1937-38 Range 
32%-18 
So important to modern industry are sulphur and its 
products, that the volume of output is highly regarded 
as a guage of general business. Paper, paint, fertilizer, 
steel, rubber and textiles are a few of the more important 
users, out of a list that could be widened to include 
a multitude of unrelated industries. It has been esti- 
mated, for example, that one pound of sulphur is used in 
the production of a pound of viscose rayon. Growing 
business activity therefore brings increased volume and 
more favorable profit margins to Freeport Sulphur, 
producer of about one-third of our domestic require- 
ments and a larger share of (Please turn to page 468) 
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The Personal Service Department of THe MacGazine or WaAutL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Republic Steel Corp. 


A business acquaintance has recommended 
Republic Steel to me as a good speculation. 
Will you comment on the possibilities as you 
see them? I will be guided by your advice 
as it has been highly accurate in the past.— 
J.D. F., Yonkers, N. Y. 

As now constituted, Republic 
Steel Corp. represents the third larg- 
est company in the domestic steel 
industry. Following the capital re- 
adjustment plan effected in 1935, 
the company embarked upon an ex- 
tensive program of plant expansion 
and modernization, as a result of 
which greater diversity in output 
has been attained. Nevertheless, the 
production of light steel products 
still constitutes the major portion of 
output and while numerous metal 
fabricators are listed among the 
company’s customers, the automo- 
bile industry remains the principal 
outlet. Labor troubles cut heavily 
into the company’s earnings during 
the second quarter of 1937, a period 
when most units in the industry 
were enjoying a record business, 
but subsequently operations again 
turned sharply upward and for the 
first nine months of the year the 
company reported the equivalent of 
$1.28 a common share, after pre- 
ferred requirements, against $1.10 a 
year before. More recent operations 
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have, of course, been on a severely 
restricted basis in line with the de- 
pressed conditions evident through- 
out the steel industry. Considering 
the fact that the company ranks as 
the largest domestic producer of 
alloy steels, however, the steadily 
growing employment of such prod- 
ucts would seem to assure the com- 
pany a future comparing favorably 
with other leading units in the in- 
dustry. Some indication of the 
company’s earning power is evi- 
denced by the report for the first 
quarter of 1937 when earnings on 
the common stock approximated 
$1.04 a share, subsequent results 
having been distorted by strikes and 
the resultant interruption of pro- 
duction. With any improvement in 
the general business picture likely 
to find reflection in a pronounced 
pickup in demand for the many 
types of lighter steels produced by 
the company, its common stock is 
regarded as an attractive long-range 
speculation and commitments in the 
issue at such time as a general buy- 


Qnauini 


ing policy is indicated should work 
out satisfactorily. 





Remington-Rand, Inc. 


Do you see anything disturbing in the out- 
look for Remington-Rand in the decline of its 
stock? Do you believe it should be one of the 
first to show improvement? I bought 200 
shares at 11% about two years ago—F. W., 
Wilmington, Del. 


Latest report of Remington-Rand, 
Inc. covered the six months ended 
September 30, 1937, when net profit 
of $2,382,569, equivalent, after pre- 
ferred requirements, to $1.26 a share 
on the common stock, represented 
the largest earnings recorded by the 
company for any similar period since 
1929. Sales volume during the pe- 
riod increased approximately 19% 
over the like 1936 interval and was 
109% higher than the amount of 
business done in the first six months 
of 1933, the period during which the 
uptrend from the depression low be- 
gan. It is evident, however, that 
this company’s business tends to 
fluctuate pretty much in line with 
activity in industry generally, and 
accordingly the outlook at the pres- 
ent time leaves something to be de- 
sired. As an offset to the indicated 
decline in orders for office equipment 
from private business, however, is 
the growth of large governmental 
agencies, requiring tabulating, fact- 
finding and the numerous other 
types of office equipment manufac- 
tured. In addition to constantly im- 
proving and developing new types of 
office equipment, the company now 
engages, through General Shaver 
Corp., wholly owned subsidiary, in 
the manufacture and sale of an elec- 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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tric razor. The latter is understood 
to have met with an expanding pub- 
lic demand and may well contribute 
liberally to future earnings. In the 
meantime, the common stock will 
probably continue to reflect mainly 
sales and profits in the business 
equipment divisions which, at the 
present time, are rendered uncertain 
by the recession in general business 
activity. Considering the excellent 
potentialities for business under 
more normal conditions, however, 
the stock seems to offer good specu- 
lative possibilities and at present de- 
pressed levels we are counselling re- 
tention. 


Cerro de Pasco Copper Corp. 


Will you favor me, a stockholder in Cerro 
de Pasco, with your views on what may be 
expected in this stock over the next few 
months, and if you favor its retention?— 
C. A. P., Chicago, Illinois. 


The properties of Cerro de Pasco 
Copper Corp. are located in the 
Peruvian Andes, and because of the 
high United States tariff on copper 
importations, the company’s output 
is sold mainly in the world market. 
That market, as well as the domestic 
one, has recently suffered a severe 
relapse and the immediate earnings 
outlook for the subject organization 
is accordingly unimpressive. With 
the world rearmament program like- 
ly to continue unabated under exist- 
ing conditions, however, it seems 
probable that some worthwhile re- 
covery in both demand and prices 
for copper will be witnessed from 
present depressed levels. Cerro de 
Pasco’s record of operations over a 
period of years has been highly suc- 
cessful, and its properties permit of 
a certain amount of elasticity in that 
the management may concentrate 
mining activities on the metals com- 
manding the best relative price at 
any given time. Metal output in- 
cludes, in addition to copper, lead, 
zinc, silver and small amounts of 
gold. Bismuth is also produced in 
small quantities, being used by the 
drug trade and in certain alloys. 
The precious metals, including bis- 
muth, are sold mainly in the United 
States. Although it is the policy of 
the company to sell its output ahead 
of actual production, it still car- 
ries a large copper inventory in 
the United States, which was im- 
ported prior to the enactment of the 
protective tariff on that metal. This 
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inventory is carried on the books of 
the company at well below the pre- 
vailing market, and its gradual liqui- 
dation, under more favorable condi- 
tions than now exist, should aid 
earnings considerably. Capitalization 
of the company is modest, consisting 
solely of 1,122,840 shares of capital 
stock, while financial position con- 
tinues characteristically strong. In 
1937 dividends totalled $5.75 a share, 
including a special distribution of 
$1.75 a share resulting from the sale 
of part of the copper held in the 
United States. While the present 
prospect is for lower earnings over 
the near-term, we nevertheless be- 
lieve that the fundamental strength 
of the company and the generally 
constructive longer range outlook for 
the industry fully warrants retention 
of holdings at present depressed 
levels. 


Consolidated Oil Corp. 


I have held Consolidated Oil for two years 
without seeing much action. Now, I am con- 
sidering a switch into some issue which has 
had a good advance, but is temporarily de- 
pressed. First though, I would like to have 
your opinion on Consolidated Oil—G. G., 
Des Moines, Iowa. 


Consolidated Oil Corp. represents 
a completely integrated unit in the 
petroleum industry, its operations 
covering crude oil production, ex- 
tensive pipe line systems, refineries 
and widespread retail outlets. Large- 
ly because of proration measures, the 
company has not been able to realize 
the full benefits of its extensive 
crude oil properties and still must 
purchase from outside interests the 
bulk of refinery requirements. Nev- 
ertheless, the earnings record of the 
organization during recent years has 
been satisfactory, with profits equiv- 
alent to 74 cents a common share 
in 1935 and $1.18 in 1936, following 
losses on that issue in the preceding 
two years. The latest report avail- 
able as this is written is for the six 
months ended June 30, 1937, when 
net profit of $9,434,917, equal, after 
dividend requirements on the $5 pre- 
ferred stock, to 66 cents a common 
share, compared with 49 cents a 
share on the common in the first 
half of 1936. Estimates place earn- 
ings for the full year 1937 around 
$1.35 a common share, which would 
compare with actual earnings of 
$1.18 in 1936. The company during 
recent years has made large capital 


expenditures for the improvement 

its existing properties, while add 
tions to crude oil reserves hay 
tended to further strengthen the 
position of the company in the im 
dustry. In 1936, the company mar 
keted a $50,000,000 issue of convertis 
ble debenture 314’s due in 1951, ang 
with the proceeds bank loans, created 
in conjunction with previous retire: 
ment of high interest bearing bonds, 
were liquidated and the outstanding! 
8% preferred retired. As a resulfl 
of this move, charges ahead of the 
common were reduced from about? 
$3,900,000 to $1,790,000. Eearly in 
1937, stockholders of the company) 
authorized the issuance of another 
$50,000,000 of debentures, converti-: 
ble into the common stock at not less’ 
than $25 a share. Issuance has been 
help up because of unsatisfactory) 
market conditions. The funds de} 
rived from the sale of these bonds 
was to be utilized to retire the out- 
standing 5% preferred and thereby 
effect another saving in fixed require-4 
ments ahead of the junior equity. 
However, finances of the organiza-} 
tion are adequate at the present time 
for all ordinary requirements, and 
since earnings prospects appear rel-§ 
atively favorable, maintenance of 
liberal dividend payments on the 
common at or around the present 80 
cent annual rate is indicated. Con-¥ 
sidering the attractive yield obtain-] 
ing on the stock and the excellent? 
possibilities of worthwhile price ap-7 
preciation in the market over a rea-7 
sonable period of time, we believe 
that you would do well to retain the) 
shares. 


General Foods Corp. 


Early in 1937 I disposed of my securities ™ 
with the single exception of General Foods. 7 
Having held this stock throughout the de- 
cline, I don’t suppose I should sell now; but 
nevertheless, I would be interested in know- 7 
ing what to expect—B. M. N., San Diego, 
Calif. 


In appraising prospects for Gen- 
eral Foods Corp. stock, an examina- 
tion of the company’s past earnings 
record should prove helpful. In the 
years 1928-31, the company’s earn- 
ings averaged approximately $3.46 
per share and in no year fell below 


the $3.00 level. In 1932, a year 
when most organizations were re- 
porting heavy losses, the company’s 
earnings fell somewhat but were still 
(Please turn to page 460) 
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BUSINESS ACTIVITY HIGHLIGHTS 


INDUSTRY—New Year off to a slow 
start. First quarter to be under last 
year; improvement likely to be slow 
and irregular. 

















TRADE—Dollar total of retail sales in 
December close to like month of 
1936; but unit quantity off. Janu- 


ary may witness more than seasonal 














drop. 


100 





COMMODITIES—Foreign buying on 
inflation fears from continued U. S. 
Government deficits lifts grains and 
copper. Other raw staples firm. 





1923-25 

















MONEY AND CREDIT—High grade 
bonds should work higher. Watch 
for expansion in bank credit and new 
corporate financing as best indicator 
of resumption of recovery. 

































































The opening weeks of 1938 have witnessed S U PP LY & D E M AN D 


what may prove to be the low point of 
the slump in BUSINESS ACTIVITY; and eteties: at Comeies 
recovery may be slow during the early months 
of the new year. Business developments 
this year should be mildly constructive. Further 
Price reductions, especially at retail, are to 
be expected and relief rolls are bound to grow 
for a few months; but the paralyzing feud be- 
tween business and politics can scarcely become 
more bitter, so that any change should be for 
the better. Inventories although still large in 
durable goods industries are being reduced 
elsewhere and must eventually be replenished. 
The railroad crisis is so obvious that some sort of 
remedy will be applied. Farm Income, while 
probably lower this year than in 1937, will still 
remain at a comparatively high level. Gov- 
ernment Expenditures, though the deficit 
will be met in large part from social security 
tax collections in lieu of bond sales, will be little 
reduced, owing to heavier demands for arma- 
ments and relief. And, finally, the domestic 
situation should also be helped by continued 
prosperity abroad. 
x * * 


Dividend Payments, which in 1937 were 
10 per cent greater than in 1936, will probably 
be less liberal this year, especially during the 

(Please turn to next page) 
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ee Se PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (6b), ‘ 
_. ete aie eapiiees | Oct. 105.7 109.1 104.3 (Continued from page 447) 
MM yr recs 8 Oct. 93.5 100.8 98.8 first half, since lower business volume will cut 
SE ae Eee Oct 112.6 108.2 = 106.5 | _ Profits. oy Lee 
Fncese ence] Oct 87763. “772 | Unemployment which, sccording tothe cen 
sus oO jovember , amounts 
ooo oe ea eee Oct es sams sed ven 8,000,000, remains as one of the nation’s most 
WHOLESALE PRICES (h)....... | Nov 83.3 85.4 62.4 | serious problems. At a recent meeting of the 
Beer’ Sed Te ONS ahs een National Association of Manufacturers, Lam- 
COST OF LIVING 3d) mont du Pont estimated that private industry 
All Items. . +) ae Nov 89.0 89.5 85.8 would have to invest 25 billions of dollars to per- 
8 ASR Ae aaa Mies 85.4 86.7 84.3 manently take up 3,000,000 of the unemploy- 
2 Oe A ie Ea | Nov 89.1 89.2 81.4 ment slack. Obviously anything approaching 
i hens +-'.: | Nov. 78.3 78.7 74.0 | this emount of capital expenditure must awsit the 
TS 2 OS ee ee ae | Nov 85.8 85.4 86.5 return of business confidence. 
ae Igy ni eee Nov 97.8 97.9 95.1 stances, it is greatly to the credit of American 
Purchasing meabois of ee | Nov 112.4 111.7 bho 6 business that private employers, for the most part, 
ca SR eae foie | SR eT ae eG ee ___| are at present making every effort to maintain 
NATIONAL INCOME (e)........ Oct 96.5 97.5 89. 6 employment and payrolls at the highest possible 
NON-AGRICULTURAL IN-| level. This is proved by figures showing that lay- 
ea | Oa 96.4 96.8 89.8 offs thus far during the depression have been much 
CASH FARM INCOME? less extensive than the slump in production. 
Farm Marketing...............| Nov $713 $907 $749 ee See 
Including Gov't Payments... . . | Ney 716 911 168 Substantial reductions in retail inventories 
Estimated for year 1937........ | Nov see, $7,920 | were effected during November, 
Bae t/a Hou _._._. average down to only 6% above last year. 
FACTORY EMPLOYMENT (f) Stocks of jewelry, furniture, hardware, shoes, silk 
Weide Wemnde 0 Nov 92.3 97.5 91.0 and woolen goods, however, were still too high 
Non-durable Goods........... | Nov. 97.3 103.6 103.3 at the end of November; though further reduc- 
ereoe souk GIMea ES _____ _ ______ tions were made last month. 
FACTORY PAYROLLS (). Nay 89.3 100.2 90.5 sales throughout the country were not far from 
(not adjusted) the dollar volume of December, 1936; but mer- 
Se chants in the larger metropolitan areas look for a 
RETAIL TRADE somewhat greater than normal seasonal drop this 
Department Store Sales (f).......| Nov 102 103 105 month. Wholesale prices, owing largely to the 
Chain Store Sales (g)........--- Nov 109.0 114.8 111.0 slump in raw materials, are 2% lower than a year 
Variety Store Sales (g)......... Nov 101.0 100.0 103.0 ago; though retail prices are still up 4%, according 
Mail Order Salest............. | Dee $109.8 $86.9 $111.7 to the latest data available. 
Retail Prices (s) -| Nov 94.5 95.7 90.8 ports in November were 14% ahead of the like 
» Bs foo Gr . ie S DESY < Bee st -__._.. 1936 month; while exports, owing to prosperity 
FOREIGN TRADE abroad, increased 38%. 
Merchandise Imports?.. . . Nov $223.2 $224.4 $196.4 * * * 
Cumulative year's totalst. . Perse es. 2,177.4 Default in its bond interest by the Erie Railroad, 
DOMED he base pork ce ess Nov 314.7 333.1 226.4 on top of the report that net railway operating in- 
Cumulative veer’ | ene SR ee, 2,226.2 come in November was down 55% from the like 
+— + — ——— - month of 1936, has brought the railroad pre- 
RAILROAD EARNINGS dicament forcibly to public attention. 
Freight Revenues®..........- iy S|! ree rn C., without prejudice to its coming rate decision, 
Passenger Revenves*. eet ae he aw areas cy | Rn ee lays the trouble to competition plus failure to 
Total Operating Revenues*..... Nov 318,180 372,926 358,406 effect economies in operation 
Total Oper. Expenditures*...... Nov 249,295 270,357 248,174 threatened rate war among truckers the Commission 
Total Operating Income*®....... Wie: a oan eee SC i ee has moved to soften competition; but railway 
Net Opersting Income*®....... .| Nov 32,441 60,747 72,377 labor—abetted by Congress 
aS soaps Say cs eo sara = ak eae are economies. 
BUILDING Daemon Awards (k) | * 8 e 
VEE SC Se ee hee a ae Nov $198.5 $202.1 $208.2 Construction awards last year topped 1936 
Residential ¢ ee Ae eG ee Dy cin woo SOV 60.0 65.5 68.4 by 10%, and are still holding up remarkably well 
Public Works and Utilityt. ..... Nov 61.4 61.6 73.9 in face of the business slump. 
Non-Residentialt.............. Nov 77.0 75.0 65.9 growing unemployment during the next few 
Publicly Financed}. ........... | Nov 92.9 79.0 89.1 months, it is unlikely that the needed stimulus of 
Privately Financedt............ | Nov 105.6 127.5 119.1 rising rents will be forthcoming in the near future. 
ar . 2 NR aes aE a ea As a matter of fact, the country's rental index 
Building Permits (c) receded fractionally in November, the first de- 
214 Citiest...........--..-05: | ei $50.2 $60.6 $57.7 crease since January, 1934. That even low cost 
New York aye 7 eae fall Vices dedi Fibs 19.4 30.0 17.8 housing is the province of private capital, rather 
Total, U. S.f.. Ex * Nov ee 69.6 et 90.6 Ess 73.5 than Government, may be seen in a recently pub- 
Engineering Contract 9 WP a lished estimate that PWA costs of erecting multi- 
ELE SSE Ge Se oe ee | Dec. $158.0 $165.6 $266.3 ple walk-up apartments for colored families in 
| — New York City are running about 60% ahead of 
CONSTRUCTION COST IN-| what similar structures would cost under private 
PN soi, ea vents ose Wie pnic | Nov 184 184 167 enterprise. 
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STEEL 


Ingot Production in tons*.. 









AUTOMOBILES 

New Registrations 
Passenger Cars (p). 
Trucks (p) 
Total Production. . 


PAPER (Newsprint) 
Production, U. S. & Canada * (t 





INVENTORIES (f) 
Manufactured Goods. . 
Raw Materials........... 





Dept. Store Stocks........ 


GENERAL 
Machine Tool Orders (Ff)... 
Railway Equipment Orders 

Locomotives.............. 

Freight Cars........ 

Rails (tons).......... 
Cigarette Productiont 












Boot and Shoe Production Prs. * 
Electrical Gds. Orders Booked 


Pig Iron Production in tons*..... 
Shipments, U. S. Steel in tons*. . 


Total Retail Sales, Cumulative to. 


Shipments, U. S. & Canada * (tons). | 
Stocks, U. S. & Canada* (tons)... .| 


Bituminous Coal Production * (tons). 








Date 


Latest 
Month 


Previous Last 
Month Year 


PRESENT POSITION AND OUTLOOK 








aaa Dec 1,472.2 
Dec. 1,479.0 
Nov. 587.2 
Ray Oct. 197,391 
| en Oct. 39,433 
Nov. 376,637 

Dec. 1 3,832 T54() 

—- as SR —- 

ons). -| Nov. 381.5 
Nov. 418.8 
Nov. 71.9 
Nov 113 
| Nov 196 
....| Nov 76 
Nov. 127.7 
| Dee 1 
i Dee. 275 
Dec. 101,320 
ead Nov 12,786 
Nov 35,300 
Nov. 21,041 


*. “- 














2,153.8 4,424.4 

2,006.7 3,115.0 | 

792.3 = | 
225,442 167,534 
53,116 40,314 
337,979 405,799 

eek 3 3,591 925(p) 
393.0 365.6 
394.8 374.0 
109.0 68.1 

eRe ANE Ms é a 
113 104 
175 158 

77 ri ee 
152.0 147.1 
13 112 
1,625 19,035 
61,727 456,126 
13,892 11,557 
40,675 41,879 

28,951 


3d quar. Bie 5,937 


30,346 | 
$260,836 $191, 319 














Motor car production in the U. S. last year 


totaled about 4,975,000 units, or 8% ahead of 
1936, compared with 5,621,715 for the peak 
year, 1929. Out of 56,000,000 cars produced 
during the past 30 years, the number now in ser- 
vice amounts to 24,000,000, 60% of which 
represent replacements. Earnings for the industry 
during the 4th quarter of 1937 were off about 
25% from the like quarter of 1936. Some profit 
may be earned during the current quarter, despite 
an estimated drop of 30% in output below the 
first quarter of 1937. 
about 35% from a year ago. 
capacity operations in bringing out a new lew- 
priced model. 


Used car inventories are up 
Hudson is resuming 


Based on admittedly nadequate Government 


Part of the presen 


data, the index of finished goods inventories 
showed no change during November. 
terials, reflecting the failure of producers to make 
sufficiently drastic cuts in output, gained sharply. 
Apparently the statistical position of inventories 
is much less strong than"earlier reports indicated. 


Raw ma- 


t poor demand for railroad 


equipment is attributed to high prices whiz 
have been advanced by 20% to 30% during the 
past year, owing to greater labor and material 
costs. With a resumption of quantity buying, 
price concessions might be feasible. 






































| COMMERCIAL FAILURES (c).. ie. 932 186 692 
WEEKLY INDICATORS 
ep i 4: gM PRESENT POSITION AND OUTLOOK 
Date Week Week Ago 
ELECTRIC POWER output J ' 2.000 2.085 2.08 Electric power Qoutput during the closing 
ft ie i ; : “— fortnight of 1937 was off only 2% from the like 
idk ag . Fick: e period of 1936, and the industry's securities have 
| TRANSPORTATION J 1 457 460 38 resisted weakness in the general market in face of 
Gre — i 1 29 28 — | a recent Supreme Court decision confirming the 
C ores ts ™ Se ny { 109 106 37 | Government's right to provide financing for munic- 
oka ame ‘| reg , 17 4 - ipal power plants. Receding business and high 
Manufacturing & Miscellenecus .| Jan. 1 172 169 243 3% _— —— the Waste Union: to seek 6 
GY "Br | Jan. 1 116 120 133 ae en ee 
a — VE Ft \ ie hae iis. The six-point rebound in steel operating rates 
or agg otel (m) J 4 93.95 93.95 90.95 | immediately following the holidays may be con- 
il 4 joe tll ie “9 A 14.00 13.75 17.99 | strued as the first straw to indicate that the slump in 
Fi v4 * a caches ). Oe aap ~ 4 9 605 9 605 9 330 | general business activity may be reaching bottom. 
1 ay oes a kts St pe Bic Bi at a PUie coer 2S | Orders are coming in a little better, the present 
STEEL OPERATIONS | bright spots being rails, shipbuilding, airplane 
% of Capacity (m)......... Jan. 4 254% 20 19%, manufacture, farm implements and tractors, oil 
——— ————$—$_____— —-| well drilling and pipe line construction, metal 
CAPITAL GOODS ACTIVITY | working and miscellaneous industries. Tin plate 
BUM ee lela rice cS en's 30% -| Jan. 1 34.5 59.6 100.2 | demand will also soon begin to expand season- 
zt ane Sa oe ———~_ ally. One especially favorable omen for the 
aoe eas Dinitisction thls? pa 3.437 3.493 3.191 | steel industry is continued — in scrap, which 
Crude Runs to Stills Avge bbls. * Jan. 1 3,320 3,245 oe ee $1. SO TO ae ee eee 
Total Gasoline Stocks bbls.*...... Jan. 1 77,291 74,437 63,344 | Seen 
Gas and Fuel Oil Stocks bbls.*....;- Jan. 1 118,660 118659 106,868 With gasoline stocks now 27% ea rt 
Crude—Mid-Cont. $ per bbl......; Jan. 10 127 127 1.17 | year, against an estimated increase of only 6% in 
Crude—Pennsylvania $ per bb!....; Jan. 10 1.93 1.93 2.10 | consumption this coming year, the outlook for 
scigtenne uenaonade $ per din Baty pis Jan. 10 07 .07 065 | refining profits is none too rosy. 
t—Millions. *—Thousands. (a)—Estimated. (b}—Annalist Index 1928-100. (c}—Dun & Bradstreet’s. (d)—Nat. Ind. Conf. Bd. 
1923-100. (e ept. of Agric., 1924-29—100. (f)}—1923-25—100. oS Store Age 1929-31—100. (h}—U.S.B.L.S. 1926— 
. (k/-F. W. Dodge Corp. ‘(m)—Iron Age. (n}—-1926—100. (p}— Polk & Co.'s Estimate. (s}—Fairchild Index, 1931—100. | 
(w)}—Ward's Estimate. (En)— -Engineering News Record. 
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We have emphasized here the world's need for raw ma- 
terials. Comment abroad constantly connects the present 
recession with the existing shortage, concluding that quick 
recovery waits only upon some definite substitution of order 
for our political confusion. A recent study, comparing the 
latest current month's figures with the like month in 1933, 


Trend of Commodities 





reveals the following shrinkages in world supplies: 1933— 100; 
Cotton, 26%; Copper, 50%; Tin, 45%; Lead, 38%; Spel- 
ter, 879%; Wheat, 33.5%; Sugar, 57%; Rubber, 26%. That 
marked decline should long continue with so much lost ground 
to cover does not make sense. It is a favorable setting for 
general recovery as demand attains more normal proportions, 











SS eee eee eS 


WHOLESALE PRICES 
LONG TERM TREND 


(U.S. DEPT. OF LABOR'S 784 COMMODITIES INDEX 1996 = 100) 


Farm Products. . . 73.0 down 0.2 
Foods. 77.8 down 1.9 
ae and leather. : 98.3 up 0.1 

xtiles . ee 69.4 down 0.1 
Fuel and lighting... : _ 78.7 up 0.1 








Changes in Major ney Price Group for the Fortnight Ended Jan. 1, 1938 | 


(M. W.S. INDEX 1993-25=100) 


RAW MATERIAL 
SPOT PRICES 








Metals. . 96.1 down 0.3 
Building materiel 924 down 0.4 
Chemicals. . : 79.2 up 0.1 
Housefurnishings 91.2 down 0.9 



































Latest Previous Net 
— Wk. orMo. Wk.orMo. Chense PRESENT POSITION AND OUTLOOK 
COTTON 
Price cents per pound, closing 
Re eee Jan. 10 8.44 8.19 +.25 Cotton reflects the state of the business mind. 
OSS ip eS ee See eee Jan. 10 8.46 8.23 +.23 Worth St. sales have totaled a volume that carries 
Ee! Sori ons Se v1s'p bie a Jan. 10 8.59 8.38 +.21 the cotton goods market into the new year with 
(In bales 000's) better prices and stocks lower than seemed pos- 
Visible Supply, World........... Jan. 7 9,103 7,966(d) +1.137 sible 90 days ago. Industrial users of wide and 
Takings, World, wk. end....... Jan. 7 338 424 —86 heavy cottons are holding off. This attitude 
Total Takings, season to...........| Jan. 7 8,389 10,102(d)-—-1,713 | marks sharply the distinction between consumption 
Consumption, U.S...............| Nov. 485 526 626 | and producers’ or capital goods use. Both world 
eS Sar, 176 106 +70 output and world use of cotton are increasing 
Total Exports, season to. ee es eee 3,404 3,017%{d) +387 industrial use especially. The prospect is good 
Government Crop Est. (final). . se) Se 18,746 12,399(d) +6,347 save for the threat of special wage-hour legisla- 
Active Spindles a i Se Sa Nov. 22,792 23,724 a2 tion for the textile industry. 
WHEAT 
Price $ per bu. Chi. closing “ee 
GSE ee eS aera Jan. 10 91%, 90, +T¥% | 
| ES LS Se Crea Jan. 10 897 84% +51, | Wheat and the weather are once more a part of 
Spot (No. 2.Red c. i. f.) N. Y.. Jan. 10 1.13% 1.054%  +.0814 | the farmers’ confession of faith. The support of a 
Exports bu. (000's) wk. end....... i Dec. 31 1,687 1,497(d) +190 rising export market renews confidence. Acreage- 
Visible Supply bu. (000's) as of...) Dec. 31 86,863 90,625 —3,762 winter wheat is unchanged; condition, Dec. 1 same 
Gov't Crop Est. bu. (000’s).......; Dec. 17 873,993 626 766d) +47, 297 as a year ago. From now on our weather will be 
132 PLD ES et ee erat —___....|_ the big factor in the wheat market. 
CORN 
Price cents per bu. Chi. closing re 
Nt hs Pine Sis o o1k W peice Jan. 10 623%, 61%, +1 | 
ae ee re al a yee ro | Jan. 10 621 611 +13 ; 
sat (No. 2 Yellow N. Y,).. ken 00 4 a eg Corn looks to go higher. The Continent keeps 
on buying lowa and Nebraska corn. Bad weather 
Visible Supply (bu. 000's) as of. Dec. 31 34,803 32,822 +1,981 delieht led A ; t 
Gov't Crop Est. (bu. 000's).......| Dee. 17 2,644,995 1,507,089(d) +1,137,906| 200 2 lant carryover cancelled /\rgentine exports. 
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COPPER 









































Price cents per Ib. 
Pee es sd oe es ee Jan. 10 10% 10% +¥ 
OS hy, al oe ea Jan. 10 10.35 9.80 +.55 
Refined Prod., Domestic (tons).....| Nov. 75,791 86,811 —11,020 
Refined Del., Domestic (tons).....| Nov. 33,898 44,592 —10,694 
Refined Stocks, Domestic (tons)....| Nov. 221 676 181,842 +39,834 
Refined Prod., World (tons)....... Nov. 185,270 196,359 —11,089 
Refined Del., World (tons)........ Nov. 154,588 158,783 —4,195 
Refined Stocks, Word (tons). . a ae Nov. 413,846 383,164 +30,682 
TIN 
Price cents perlb., N. ¥.......... Jan. 10 42 41 +1 
World Prod. (long tons).......... Nov. 16,723 14,852(d) +1,871 
U. S. Cons. Primary (long tons) 11 
GRUNT 2. on cvs oe ee we Nov. 30 69,830 65,040 +4,790 
Visible Supply (long tons) as of . a) Dec. 31 27,044 24,389 +2,655 
LEAD 
Price cents per Ib., N. Y. Jan. 10 4.85 4.15 +.10 
U. S. Production (tons)........... Nov. 46,796 49,197 —2,401 
U. S. Shipments a 9 eos Nov. 33,853 39,292 —5,449 
Stocks (tons) Ree RE ORS oy cits a Nov. 30 113,573 100,646- +12,927 
ZINC 
Price cents per lb., N. ¥ nia, Bans. 10 5.35 5.35 None 
U. S. Production (tons). Dec. 51,787 49,393 +2,394 
U. S. Shipments (tons) Dec. 29,545 32,676 —3,131 
Stocks (tons) U. S., as of.......... Dec. 31 64,776 42,534 +22,249 
SILK 
Price $ per Ib. Japan xx crack Jan. 10 1.56 157 —,01 
Imports pounds (bales)........... Dec. 26,093 36,339 ~10,246 
DitWeneSXOMES).... 5.005. ise s Dec. 21,982 31,749 —9,167 
Stocks (bales) as of. Dec. 49,535 45,424 +4,111 
Total World Stocks (bales) a as al Jan. 1 99,070 90,818 +8,252 
RAYON (Yarn) 
Price cents per Ib Jan. 10 63 63 None 
Deliveries (a). . SS Nov. 252 366 -114 
All Rayon—Month' s Supply. Nov. 30 1.8 +1 +.7 
WOOL 
Price cents per Ib. Spot Tops ; Jan. 10 86.0 87.0 1 
| HIDES 
Price cents per Ib. (Chic. Lgt. Cows)} Jan. 10 11.0 11.0 None 
Visible Stocks (000’s) (b) as of....| Dec. 1 15,076 14,849 +227 
Consumption hasenl s) (b) LAO Se Nov. 1,295 1,474 -179 
RUBBER 
Price centemeri0.. 626... 46 045- Jan. 10 14.30 14.54 -.24 
Imports (long tons)............... Nov 56,302 52,508 +3,794 | 
Consumption (long tons).......... Nov 33,984 38,707 -4,723 | 
Stocks U. S. (long tons) as of...... Dec. 1 217,586 195,685 +21,901 
Stocks, World (long tons) as of....| Nov. 1 475,797 469,768 +6,029 | 
Stocks Afloat (long tons) as of.....| Nov. 1 133,000 141,000 -8,000 | 
For U. S. (long tons)........... Dec. 1 81,302 80,653 +739 | 
Shipments, World (long tons) Petra 3 Oct. 98,000 106,000 —8,000 | 
COFFEE 
Price cents per Ib. (c) 
March Delivery.............- Jan. 10 4.44 4.41 +.03 | 
Imports (bags 000's).............. Nov 1,056 1,036 +20 | 
U. S. Visible Supply (bags 0 000 0's)... Jan. 1 1,209 1,076 +133 | 
‘SUGAR 
Price cents per Ib. 
Domestic No. 3... Jan. 10 2.26 2.22 +.04 | 
Raw Sugar 
SS Se er Jan. 10 2.30 2.30 None | 
Duty free delivered............ Jan. 10 3.20 3.20 None | 
Refined (Immediate Shipment)... .. Jan. 10 4.15 4.85 —10 | 
Imports (000's long tons). . Oct. 132,584 154,535 —21,951 | 
Refinery Stocks (000's long tons). Dec. 1 191,957 180,987 +10,970 | 


Copper consumption abroad is at record levels. 
_ Our own showing both as to putput and use is at 
a low for many years, we are almost the one bad 
spot for the metal. World stocks of refined are 
about equal to three months supply, and as the 
ordinary refining process requires about 90 days, 
stocks are not burdensome. Copper moves in close 
sympathy with steel; and heavy melting steel scrap 
is advancing in price. Our shipyards are busy 
which means more steel and more copper. British 
steel output in November was 1.18 million tons, 
an all time record for one month. We have ex- 
plained that there is American capital in foreign 
copper production, so that when, as now, Europ- 
ean use runs to four times our own, we still par- 
ticipate. 

7 + . 

Tin imports cost us more than any other metal 
we buy abroad; its use is increasing. Tin plate 
production is running well ahead of the general 
level of steel output and accounts for 40% of tin 
consumption and from 7 to 13% of steel consump- 


tion. Reports about the tin pool are con- 
tradictory. Tin plate exports—1937—at record 
high. 


* * * 


Lower output of lead required to strengthen 
statistical position. Otherwise, a further decline in 
prices appears inevitable. 

+ * +. 

Zine prices have been held well below the cost 
of imports, so there has been minimum pressure 
on the market and prices have held. Fabricators 
have dipped into stocks and are expected to begin 
buying soon for replacement. 

* * * 

Silk is naturally somewhat demoralized by the 
undeclared war in the Orient. Raw silk takings by 
American mills in December were the lowest in 
twenty years. Consumption in 1937 was the low- 
est in many yeers. Stocks at year-end were larger 
and outlook promises little or no change in prices. 

x * * 

Rayon looks decidedly better. Millmen are 
discussing their probable needs; sales are being 
made for 30-60 days delivery. Prices and guar- 
anties are being announced so that confusion is 
giving place to orderly conditions. 

~*~ * * 

Hides, more almost than any other commodity 
appear to be tied to the stock market and to move 
with it. Statistical position continues to make a 
poor showing, but trade circles look for early 
strengthening. Stocks are still less than a year ago. 
Sentiment in shoe industry is improving and higher 
hide prices appear a nearby prospect. 

7 * +. 


Rubber is something of a bone of contention. 
The Dutch interests insist that prices are too low 
while our own market, the principal consumer, 
reacts to the standstill in the automobile trade. 
Stocks are not burdensome, but are a big item in 
inventory. Higher prices must await renewed 
buying interest. 

+ . . 

Coffee—Brazilian, Columbian, Salvadorean 
grades are being‘'dated”’ for a battle royal. Brazil 
is not to be permitted to take over the world 
market while she works off her accumulated sur- 
plus—not if other growers can prevent it. 

* * 

Trade still complains that the 1938 sugar quota 
is too liberal. Prices have moved lower and de- 
mand continues restricted. 














(a)—Expressed in % (1923-25—100). 


(b)—Alll Cattle hides and leathers. 


(c)—Wholesale Rio No. 7N. Y. 


(d)—Year ago. 
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Date Week Week Ago COMMENT 
INTEREST RATES Money rates in all classes continue unchanged 
Time Money (60-90 days)........ Jan. 10 114% 114% 114% AR ae 
‘ ‘ and activity in the New York money markets has 
Prime Commercial Paper.......... Jan. 10 1% 1% %@1% heen sniler'te epell of holidey letharey. Fendi 
Call Money Lge Sing: esa 9s heh al Jan. 10 1% 1% 11 1% available are practically unlimited but borrowers 
Re-discount Rate, N. Y...........) Jan. 10 1% 1% 1% eve conapicvens by ‘thelr sbeence. 
CREDIT (millions of $) J Rh ea Sas Pe pe ~ | that low rates in themselves are not conducive to 

Bank Clearings (outside N. Y.).....| Dec. 25 $2,211 $2,879 $2,554 broader tae af fends. 

Cumulative year's total........... Dec. 85 142,306 =... 131,094 Pin ee 

Bank Clearings, N. ¥Y........--...| Dee. 25 3,097 4,228 3,924 Reflecting the slower tempo of business bank 

Cumulative year's total...........| Dec. 25 183,665 ; 190,609 clearings in the Dec. 25th week dropped 18.1% 

F. R. Member Banks behind 1936. In New York the decline was 
Loans and Investments..........| Dec. 29 21,402 21,480 22,931 21.1% while outside of N. Y.the drop was 13.4% 
Commercial, Agr., Ind. Loans....; Dec. 29 4,601 ie heey a age 
Brokers Loans.......-...-. .--| Dee. 29 894 887 1,289 
invest. in U. S. Gov'ts.......... | Dec. 29 8,018 8,067 9,241 Contrary to expectations, which anticipated a 
Invest. in Gov't Gtd. Securities.... Dec. 29 1,116 1,110 1,238 flattening out in the decline of commercial loans, 
Other Securities............... Dec. 29 2,881 2,885 3,263 the statement of Member Banks for the closing 
Demand Deposits.......... Dec. 29 14,431 14,423 15,571 week of 1937 revealed a net decline of $16,000,- 
Time Deposits.......... Dec. 29 5,205 5,201 5,067 000 in commercial, industrial and agricultural 

New York City Member Banks loans. A later statement of the New York City 
Total Loans and Invest. . ..| Jan. 5 1,776 7,857 8,679 Member Banks revealed a more pronounced 
Comm't Ind. and Agr. Lwent....| daa. 5 1,746 Si drop. Business loans in the week ended Jan. 5 
Invest. U. S. Gov'ts dir. & - Jan. 5 3,427 3,397 4,047 decreased $41,000,000. Brokers loans dropped 
Demand Deposits. . | Jan. 5 5,664 5,731 6,367 $45,000,000 and “‘other investments” 

Time Deposits. . Jan. 5 652 660 602 Gein Some contraction in loans is normal 

Federal Reserve Beaks in January, but in the present instance the decline 
Member Bank Reserve Balance Jan. 5 7,071 6,983 6,627 has doubtless been accelerated by the desire to 
Money in Circulation.......... Jan. 5 6,510 6,571 6,483 further reduce inventories. Expanding commercial 
COMER. oy Se sie s sess cis Jan. 5 12,755 12,760 11,271 loans will be the best evidence of business re- 
Treasury Currency..............| Jan. 5 2,639 2,634 2,531 vival. For all Federal Reserve Banks, excess 
ee a. Se dP Olea <5 3,622 3,620 2,395 reserves were estimated at $1,270,000,000, an 
Excess Reserves..............-| Jan. 5 1,270 1,160 1,950 | increase of $1 cog for " week. Although 

- 4—.._ _ ——| currency circulation dropped $61,000,000, the 
Latest Last Year decline was less than normal for this season. 
Month Month Ago a. ee 
NEW FINANCING (millions of $) 

SSE ee ae Dec 31.20 6.0 $31.2 | The withdrawal of the Government as a competi- 
ae ee Dec. 94.27 90.9 132.8 tor for investment funds, for the next eighteen 
IE troche Us 10S > whe Dec. 6.93 64.4 398.4 | months, provides a constructive factor in the out- 

Gommmement.......-5.-.5.... Dec. 200.00 250.0 1,458.8 look for new corporate financing. A genuine 
MI eee oy Fs os i Dee. 200.00 250.0 886.3 revival, however, continues to await returning 
Addition to Debt............. Dec None None 579.4 confidence and improved industrial prospects. 

POSITION OF FOREIGN BANKS 
| SOE cae ? _Jan. 3% 1938 _Jan. 6, 1937 COMMENT 
BANK OF ENGLAND : 

SRM 26% os seep slo's» -' £492,576,000 £462,703,000 Bn ors tee Een by the ro agi 

Public Deposits.............. 14,442,000 NO ee ig he 

Other Deposits............. 166,822,000 TABS3S O00 | eee ee oe ss ee ee 

Rite Mebane ......... 129,235,000 110,230,000 ree years. !otal Britis gold reserves as of Sept. 

Other Accounts............. 37.387.000 38.401 000 30, last, were at the new high of $4,084,395,000, 

=: fedeteig inked d with $3,505,460,000 six months 

Government Securities...... .. 108,338,000 i noncancer ine iSk TH. ae 

Other Securities....... oe 36,225,000 mere | ee ae, widespreed dehoardins 

Discount and Advances.......... 15,088,000 Bp ye tecrt pre eeeper egal gee ay —wcham 

ae hain ease aaa 91.137.000 21.105.000 é . would lower the price of gold. Busine 

ceihieeais:. ........ 54,533,000 51.492 000 conditions in England continue active, under c- 

Colssel Oles................ 327,109,000 aseesen: | SOO ee eens Gute. 

“< The latest statement of the Bank of France re- 
BANK OF FRANCE Dec. 31, 1937 Jan. 1, 1937 vealed that the French Treasury had borrowed 

Gold Holdings. . SMe rea Fr.58,932,000,000 Fr.60,358,000,000 5.000,000,000 f for th i 

Credit Balances Abroad.......... | 22,000,000 eee | mere eee ee 

French Commercial Bills Disc... .. .| 9,680,000,000 vee | ee ee ee ee 

Bills Bought Abroad............. | are ota 1,499,000,000 tling for it had been generally believed that, in the 

Advance Against Securities....... 3,782,000,000 3/583,000,000 3 of the Government $ success in the recent sale 

Note Circulation..............4. 93,836,000,000 90,341000000 | cannot noo te gy might be held to 

Credit Current Accounts.......... 22,786,000,000 15,744,000,000 ae a Alt —— political sit- 

Temp. Advs. to State............. 31,908,000,000 17,698,000,000 _ moet as re somewhat, doubt still exists 

Gold on Hand to Sight Liabilities. . 50.53% 57.44% | over the ability of France to sidestep an eventual 


monetary crisis. 
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POSITION OF FOREIGN BANKS—Continued 








GERMAN REICHSBANK Dec. 31, 1937 
Gold and Bullion................ Rm.70,639,000 
Of Which Deposits Abroad..... | 20,333,000 
Reserve in Foreign Currency....... 5,702,000 
Bills of Exchange & Checks........ 6,131,497,000 
HAVEN iiss co lee bes 105,762,000 
Cee PUES ook oo. be oe 749,694,000 
Notes in Circulation.............. 5,492,000,000 
Other Daily Matured Obligations. 1,058,528,000 
COOMT CES voltae 326,556,000 
Proportion of Gold & Foreign Cur-! 
rency to Note Circulation ah ta 43 5% 
| BANK OF CANADA hin: 5, 1938 
Reserve Gold, Coin & Bullion. .... $179, 165 006 
Shane ..-..........-.: 21 2,993,000 
Reserve in Sterl. & U.S. Dollars... .| 15,755,000 
SPRINT CONS os, ccs 6s cis ne nie oie 49,000 
Dom. & Prov. Gov't Short Term Se-| 
CONS 5 060 os cee 4 sais vets 80,699,000 
Other Dom. & Prov. Securities... .. 91,507,000 
Giver Securities... oes. 12,201,000 
PRE CAMCAMMUION. 5. oink sce «osc oe 165,625,000 
Deposits—Dom. Gov't........... 15,161,000 
ARNON RINE ss osc 5 +55 ofp ece 193,316,000 
Res. to Note & Dep. Liabilities... . 52.53% 


Dec. 31, 1936 
Rm.66,452,000 
28,191,000 
5,671,000 

5 ,509,842,000 
523,892,000 
702,217,000 
4,980,855,000 
1,012,439,000 
300,712,000 


1 ‘4% 

pe 6, 1937 
$179,356,000 
2,257,000 
9,383,000 
152,000 


63,143,000 
98,593,000 
134,802,000 
20,060,000 
187,235,000 
55.44% 


Gold holdings of the Reichsbank continue to 
hover around the high for 1937. The latter figure 
was 70,810,000 marks, shown on November 1. 
The low point of 66,758,000 marks was shown 
about a year ago. The present ratio of the bank’s 
reserve to outstanding circulation is slightly lower 
than a fortnight ago. The highest ratio last year 
wes 1.79% shown in June. 


The business situation in Canada continues to 
stand out in marked contrast with that of our own. 
Although some decline from this point on seems 
inevitable, as the back wash from the United States 
begins to make itself felt, there is little likelihood 
of a severe slump. But for the crop failure last year, 
Canada's 1938 budget would have been balanced 
and may well be in 1939. Fiscally, therefore, 
the Dominion also affords rather vivid contrast 


with the U. S. 








FOREIGN EXCHANGE IN DOLLAR TERMS 






































Venezuela (32.67c a bolivar)**...... 





Quotations in cents and Seintiial “ Demand——— ———Cables 

a cent except pound sterling which is Jan. 6 Year Ago Jan. 6 Year Ago COMMENT 

in dollars and cents. 

Country and Par 

Great Britain ($8.2397 a sov.)....... 4.99 4.91%, 4.9976 4.91% | 

Austria (23.82c a schilling)......... 18.93 18.72 18.93 ti Ae | At the —- of the bale Tot dollar ex- 
Belgium (16.9502 a belga) 16.96 16.863, 16 96 16.8634 change against sterling displayed unusual 
Czechoslovakia (3.51¢ a crown) 3.51% 3.5014 3.51% 3.501% | weakness, the latter rising to $5.01. The follow- 
Denmark (45.374c a krone)......... 29.31% 21.93 29.31% 21.93 ing day, Jan. 4, found the exact reverse with 
Finland (4.264c a finmark).......... 2.21% 217 2.214%, 2.17 sterling losing 3% cent. It is thus rather obvious 
France (par not definite)............ 3.393% 4.67% 3.39% 4.67%, that the exchange markets were rather apprehensive 
Germany (40.33¢ a mark)** | 40.28, 40.231 40.284 40.23% as to the possible contents of President Roose- 
Germany, registered (coml.)......... 91.55 19.25 21.55 1995 velt's message to Congress and subsequently re- 
Germany (travel mark).............. 95.75 20.60 25.75 20.60 flected relief over the conciliatory tone of the 
Greece (2.197c a drachma). we, 0.914% 0.90% 0.91% 0.90% President's words. Seasonally, sterling normally 
Holland (par not definite). . | 55.66 54.716 55.66 54.76 would be expected to decline in January. Also 
ltaly:(5:2634c a lira)§.............. 5.26 5.2616 5.2614 5.26% there appears to be @ growing revival of interest 
Norway (45.374c a krone).......... | 95.19 24.68 25.12 24.68 abroad in American securities and commodities, 
Poland (18.994c a zloty). 19.02 18.97 19.02 18.97 a condition which may also be expected to lend 
Spain (Burgos peseta)t............. | 40.00 10.00 strength to the dollar, 

Spain (Barcelona peseta)t........... 6.00 eo 6.00 Data Pree on 

Sweden (45.374c a krona).......... | 25.77 25.33 25.77 25.33 

Switzerland (par not definite)........ 23.16 22.9814 23.16 22.98%, While spot frances have shown a firm tendency, 
Yugoslavia (2.981¢ a dinar)......... 2.36 2.33 2.36 2.33 | future quotations have been under considerable 
Shanghai dollars (unsettled)........., 29.62%e 29.81% 29.62% 29.81% pressure recently. Little doubt exists that the spot 
Hongkong dollars (unsettled)........| 31.31% 30.70 31.31% 30.70 quotations are being supported by the French 
India (61.798c a rupee)............ 37.75 37.15 37.75 37.15 stabilization fund. A\ll too plainly the situation 
Japan (84.39c a yen) pepe sig Soi 29.10 28.45 29.10 28.45 _ with respect to the franc is a dominating factor in 
Sts. Settlements (96.139c a doilai). ...| 58.75 57.75 58.75 57.75 | the European exchange. Business production in 
Argentina (71.87c a paper peso) 4...) 29.35 30.37% 29.35 30.37% | France has failed to rise, labor is dissatisfied and 
Argentina (71.87¢ a paper peso)**...| 33.33 32.75 33.33 32.75 | restless and the rising cost of living is bringing 
Brazil (20.25c a paper milreis)§......| 5.30 6.05 5.30 6.05 | widespread dissent on the part of the working 
Chile (20.599c a gold peso)t........ | $19 5.19 5.19 5.19 | classes. Official estimates of current Treasury bor- 
Colombia ($1.645 a gold peso)**....; 54.95 57.39 54.95 57.39 | rowings may prove to have erred considerably on 
Colombia ($1.645 a gold peso) §....| 50.00 56.50 50.00 56.50 the low side. All of which casts considerable un- 
Mexico, peso (unsettled)}.......... 27.80 27.80 27.80 27.80 | certainty over the foreign currency prospect, in 
Peru (47.409c a sol)t.............. 24.62% 25.75 24.62% 25.75 | which the possibility of a further devaluation in 
Uruguay ($1.751 a gold peso)4..... 54.00 56.00 54.00 56.00 the franc, and all that such action implies, cannot 
Uruguay ($1.751 a gold peso)**t....| 65.80 78.80 65.80 78.80 be dismissed lightly. 











4—fFree 





t—Nominal quotations. 





rete. **—Official rate. 





$—Travel lire 4.75c. 
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1936 Indexes 1937 Indexes 1938 





Jan. 8 
63.3 


No. of 
Low Issues (1925 Close—100) Dec. 25 Dec. 31 
57.4 54:3% 


78.4 330 COMBINED AVERAGE 


Low 
54.3 


High 
122.0 


High 
106.0 








127.5 
40.0 
65.4 
11.2 

102.7 
11.5 

304.0 

156.5 

12,2 

149.9 
38.4 
99.4 
27.0 
18.1 
53.0 

211.0 
42.2 
28.2 
54.7 

1015.7 
29.4 

192.4 

112.5 
60.9 
53.0 

176.9 

9.3 

102.9 
60.0 
15.6 
45.4 
18.2 

9:2 
54.6 
81.2 
ee ] 

136.5 
47.6 
39.9 
12.7 
74.4 
25.6 

178.7 


111.45 
34.0x 
52.1x 

8.9x 
93.5 
9.8 

275.3 

135.4x 

138.2x 

134.2 
32.9x 
75.3x 
25.2 
15.2x 
45.2x 

182.6x 
37.5x 
26.0 
46.4x 

984.2 
25.8x 

167.2x 
97.8x 
53.8x 
48.6 

138.6x 
7.4x 
90.8x 
54.0 
13.3x 
40.3 
16.2x 
6.9x 
47.6 
69.6x 
21.6x 
118.6x 
43.2x 
35.3x 
10.7x 
69.8 
21.2 
157.7x 


111.4 
34.0 
52.1 

8.9 
73.4 
9.3 

257.4 

135.4 

138.2 

132.6 
32.9 
73,3 
24.5 
15.2 
45.2 

182.6 
33.0 
70.9 
46.4 

831.0 
25.8 

167.2 
97.8 
53.8 
47.5 

138.6 

7.4 
90.8 
50.5 
3s 
a1.7 
16.2 

6.9 
34.9 
69.6 
21.6 

118.6 
43.2 
35.3 
10.7 
68.3 


123.8 
37.3 
56.5 

9.7 
96.1 
9.3 

300.0 

142.7 

146.4 

136.8 
35.7 
82.5 
24.5x 
16.1 
48.3 

191.9 
39.0 
25.9L 
41.4 

991.8 
26.7 

178.1 

104.1 

60.6 
47.5x 

148.1 

8.2 
94.5 
57.0 
14.1 
44.9 
Wa 

7.4 
47.5 
77.4 
21.9 

124.5 
44.7 
35.6 
11.6 
69.0 
20.6x 

163.8 


253.3 
72.6 
146.6 
30.1 
178.0 
28.5 
547.0 
308.6 
242.8 
247.7 
88.3 
217.3 
43.0 
42.7 
108.8 
388.4 
19 
53.2 
122.3 
1253.6 
58.6 
317.8 
209.8 
104.3 
109.6 
334.1 
26.5 
158.8 
114.9 
a 
112.9 
48.6 
28.5 
87.6 
165.6 
45.2 
171.2 
85.3 
91.8 
29.2 
99.4 


113.4 
39.9 
116.8 
17.7 
104.3 
12.6 
318.6 
202.8 
216.2 
187.5 
42.8 
87.9 
39.3 
23.3 
72.8 
227.2 
60.9 
41.4 
65.7 
1116.0 
36.6 
265.2 
134.7 
61.3 
59.4 
159.5 
6.0 
97.2 
67.2 
26.7 
52.5 
37.3 
13.4 
62.7 
85.2 
29.8 
142.5 
76.6 
62.0 
10.6 


5 Agricultural Implements. . 
6 Amusements 
16 Auto Accessories 
13 Automobiles 
8 Aviation (1927 Cl.—100) 
3 Baking (1926 Cl.—100).. 
2 Bots. & Cks. ("32 Cl.—100) 
3 Business Machines 
Oe gs ee 
10 Chemicals 
15 Construction. . 
10 Copper & Brass 
2 Dairy Products. . . ; 
10 Department Stores. ... 
8 Drugs & Toilet Articles. . 
2 Finance Companies 
7 Food Brands 
4 Food Stores. 
3 Furniture & Floor Covering 
4 Gold & Platinum Mining. . 
5 Investment Trusts 
3 Liquor (1932 Cl_—1 we: 
9 Machinery 
2 Mail Order 
4 Meat Packing... .. 
14 Metal Mining & Smelting 


204.6 
68.6 
143.5 
24.9 
156.8 
23.8 
500.9 
262.0 
287.4 
327.1 
73.8 
166.4 
4718 
41.8 
100.1 
441.1 
70.1 
56.6 
103.2 
1296.9 
51.0 
341.6 
189.5 
107.4 
83.9 
232.5 
23.4 
142.8 
96.6 
35.4 
100.4 
39.8 
27.1 
87.6 
124.5 
45.3 
175.6 
97.4 
83.5 
20.9 
100.2 87.2 
76.2 61.0 
369.2 -232:5 


x—New LOW 1937-38. 


24 Petroleum & bdssanel Gu 
18 Public Utilities. ps : 
4 Radio (1927 Cl.- 100). 
9 Railroad aaseeen 
24 Railroads. . 


4 Shipbuilding 
12 Steel & Iron 





2 Sulphur 

3 Telephone & Telegraph 
8 Textiles 
4 Tires & Rubber 

4 Tobacco. . 

5 Traction......... 11.9 20.6 
4 Variety Stores 346.8 157.7 


L—New LOW record since 1928. 








DAILY INDEX OF ‘SECURITIES 
N.Y 


Times 
40 Bonds 
73.76 
73.21 
73.25 
73.49 
73.55 


N. Y. Times 
—50 Stocks— 
High Low 

90.01 87.31 
86.77 84.01 
86.30 83.82 


Dow Jones Avgs. 
30 Indus. 20 Rails 
123.45 30.49 
118.93 28.91 
120.15 29.15 
121.56 29.38 87.73 85.93 
120.85 29.46 86.42 85.10 
HOLIDAY—EXCHANGE CLOSED 
120.57 29.35 87.68 85.15 
124.61 29.80 88.58 86.39 
124.66 29.17 89.83 87.67 
128.97 30.58 91.73 88.53 
128.21 30.47 92.28 90.59 
130.84 31.21 93.18 91.80 


Sales 

| Monday, Dec. 27. 

| Tuesday, Dec. 28. 

| Wednesday, Dec. 29 

| Thursday, Dec. 30.. 

| Friday, Dec. 31... 

| Saturday, Jan. 1..... 

| Monday, Jan. 3 

Tuesday, Jan. 4..... 
Wednesday, Jan. 5 

| Thursday, Jan. 6 
Friday, Jan. 7 

| Saturday, Jan. 8 


STOCK MARKET VOLUME 


Week Ended Jan. 1 
7,897,505 
Same Date 

1937 
13,710,465 


2,460,960 || 
913 360 | 
780,115 | 

73.02 916,050 |; 

72.83 

72.72 

73.00 

73.15 


1,150,840 || 
1,209,840 | 








t 





Week Ended Dec. 25 
5,723,513 
Same Date 

1936 
24,913,000 


Week Salle dont 8 
6,050,640 
Total Transactions 
Year to Jan. 8 
6,050,640 








COMMENTS 


Owing chiefly to continued weakness i 
secondary issues THE MAGAZINE OF; 
WALL STREET'S Combined Average o 
330 active common stocks, along with about ™ 
3A4ths of its component groups, established’ 
new lows for the current bear market since 
our last issue. Yet the better grade and 
generally higher priced stocks, of which the 
daily indexes such as the Dow Jones In- 


|| dustrials are constructed, have continued to 


hold well above their former lows. Wolume 
continues to pick up on advances while 
contracting on days of declining prices. 


Although weakness in low grade issues 
often precedes a decline in stocks of more | 
substantial rating, it is also true that low | 
priced stocks are usually the last to advance; j 


|| so that the resistance shown by better grade |} 
|| stocks to declining tendencies in the rest of } 


| reached a new peace-time record; 
| 60% of the total tonnage constructed con- 
|| sisted of tankers. 


1 an increase of 54% over last year. Bottlin 
1,361,120 | ae 4 : 
2,381,950 || 


| 


942,180 } 


1 
| 


1,052,720 i] 

779,010 || 
|| difficulty has been so prominently publi- 
| cized, any practical proposal to clear up the 


'| stocks and bonds. 


|| our last issue include Aviation, Bottles & 
} Corks, 
| Utilities, 
| ing, and Tobacco. 
| same list that has held Firm consistently over 
| a period of two months for reasons men- 
| tioned in this column on previous occa- 
| sions. 


| since 1929, due to anti-chain store legisla- 
| tion in many states designed to protect the 


| small merchant against the competition of 
| bigness. 


| from the Government's bigger navy pro- 


orders which, in November, were off 50%. 


the list and their indifference to adverse |) 
news, offer some technical support to con- | 


|| jectures that the market may be scraping |] 
|| bottom; 
|| await definite 
| business conditions. 


though permanent recovery must |) 
improvements in general |) 


Groups that have not made new lows since 
Chemicals, Gold Mining, Public 


Railroad Equipment, Shipbuild- 
This is practically the 


On the other hand, one group, the 
Food Stores, has recently sunk to a new low 


* * . 
Quite apart from benefits anticipated 


shipbuilding last year 
albeit 


gram, American 


At present writing 
283,000 gross tons are under construction, 


companies are benefitting from the rapidly 
| expanding demand for containers of all 
sorts, in spite of much competition 


* 


Thus far standard stocks have been able 
to withstand pressure resulting from the 
railroad crisis; but so long as this primary 
sore spot remains unhealed it must hold an 
ominous threat over, not only the stock 
market, but also the whole industrial situa- 
tion. And yet, for the very reason that the 


difficulty would have a startlingly tonic 
effect upon business and the markets for 
Weakness in the furni- 
ture group reflects the. sharp. slump in new 
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6% Points Profit in One Week... 











7 Stocks to Buy for 
Sizable Profits 


An Unusual Opportunity at 184%... 
15 points or 45% under 1937 peak. 
With large backlog of orders and 
demand for its product, together 
with small capitalization, this stock 
ean quickly attain its former high. 


An Unusual Opportunity at 2434... 
23 points or 96% under 1937 high. 
Earnings show material improve- 
ment. Company is capably managed 
and engaged in highly favored in- 
dustry. 


An Unusual Opportunity priced at 
353% . . . selling 34 points below its 
1937 high or at a discount of 49%. 
Earnings have increased 170%. An 
outstanding market leader. 


A Bargain Indicator recommendation 
at 4444 ... selling 2054 points or 
30% under its 1937 high. Yet, earn- 
ings have increased 50%. Has sizable 
backlog of orders. 


A Bargain Indicator recommendation 
at 49% ... selling 33 points lower 
than its 1937 high. Earnings show 
67% increase. Will benefit from ex- 
pansion in three fields. 


Common Stock for Price Enhancement 
at 27... 30 points or 53% below its 
1937 high. Yet, earnings have in- 
creased 132% with growth unusually 
well assured. Has distinct advantage 
over competitors. 


Speculation for Price Appreciation 
priced at 2614 . . . 37 points or 59% 
under 1937 high. A cumulative prior 
preferred callable at 110. Earnings 
showing tremendous increases. 


You will be definitely advised 
when to buy and sell. 











EDNESDAY, January 5, we telegraphed Forecast clients: “Close 
out Bethlehem Steel at market.” Recommended on December 
29, this Trading Advice resulted in 614 points profit in one week.. 





This is another illustration of the substantial profits being made avail- 
able through our definite advices. It supplements 1034 points profit 
taken Tuesday, January 4 on Boeing Airplane. Recommended at 23, 
Boeing . . an Unusual Opportunity . . brought 47% appre- 
ciation in 7 weeks. 








Our subscribers are also carrying several open commitments with sizable 
paper profits. They have the assurance of knowing that we shall 
advise them when to accept their profits and divert the funds released 
to other potential market leaders. 


New Campaign Just Starting 


Prices of selected securities should go considerably higher over the 
coming months based on business improvement and inflation. Stimu- 
lants will come from Washington to restore business confidence. These 
will be supplemented by reflation in the form of heavier Federal spenc- 
ing for unemployment relief and for armaments. At no time since 
1933 has there been a greater possibility of direct inflation! 


To profit from the undervalued investment and trading opportunities 
that develop . . . to recover losses and safeguard your capital 
enroll with the Forecast . now. Put our corps of market specialists 
to work for you. . . let them uncover profitable situations, analyze 
conditions, weigh the possibilities and—once a recommendation is 
made—study daily the action of the security until the time comes to 
close it out. 

Only 15 points profit on even a 1o-share commitment will more than 
cover the cost of our service for a full year. This profit may readily 
result from our first recommendations to you. In order to participate 
in our current advices and new stocks to be selected, mail the coupon 
below with your remittance—today. 








New 
Campaign 


Offer 


Your  subscrip- 

tion will start at 

once but date 

from February 
15 


FREE AIR MAIL 
SERVICE 


(J Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 





90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from February 15, 1938. I understand that regardless of the telegrams I 
select, I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 
Code after our Code Book has had time to reach you.) 


O TRADING 
ADVICES 


O UNUSUAL 
OPPORTUNITIES 


O BARGAIN 
INDICATOR 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private 


Active common stocks for near-term profit. Two or three wires a month. 
Three to five stocks carried at a time. $1,250 capital sufficient to act in 10 
shares of all recommendations on over 50% margin. 


Low-priced common stocks for market appreciation. Two or three wires & 
month. Three to five stocks carried at a time. $625 capital sufficient to buy 
10 shares of all recommendations on over 50% margin. 


Dividend-paying common stocks for profit and income. One or two wires & 
month. Three to five stocks carried at a time. $1,250 capital sufficient te 
buy 10 shares of all recommendations on over 50% margin. 

AVASEAGER oe iso ccc cicas 


CAPITAL OR EQUITY 








JANUARY 15, 1938 
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New York Stock Exchange 






















































































| 
COMMODITIES | Rails 
Cash or Margin Accounts 
Folder ‘“‘M” explaining margin  require- | 1935 1936 1937-38 
ments, commission charges and _ trading | . > ea oe ae 
sedhd onek on Beweect. , A High Low High Low High Low 
INR Set cso ac aee sivsan on abies 60 35%, 88, 59 944, 32% 
C me ee eee ee eee 37% 1914 49 215 5514 18 
| 
| B 
J. A. Ac OSTA & 0 » Be ees 18 Tk 6% 5% 4014 Ts 
ae 14g 2 pe te ae Saeeee . 
- Y. Curb Exchange (Assoc.) ian Pacific.......... 5 Y 
New York Cotton Exchange yen day ay ee Oe Bs J ls tad 4 Pid 
New York Produce Exchange Chicego Gt. Western Pfd. .. = 1 He 4 18% 3 
N. Y. Coffee & Sugar Exchange C. M. & St. Paul & Pacific............. 3 , 2% 11 3% Ye 
Chicago Board of Trade C. M. & St. Paul & 0 Pedic a. ls si 2% 1% 1} 
Commodity Exchange, Inc. Chicago & North Western............. a, 1 4% 2 63% # 
New York Cocoa Exchange Chicago, Rock Is. & Pacific............ 2% 3/4, 3 114 35% ¥, 
60 Beaver St. New York D 
Del SSSI EE ON 431% 231/ 543/, 363 583; 13 
Delaware, yi & West. koe tcheo a ae 1 . 231% 14% 24th 5 
E 
| alec ata an 555 ed oak bie eka we 14 71% 1814 11 23% 3% 
\oaa Lots—100 Share Lots | | G 
Odd Lots give unusual diversifica- | Great Northern Pfd.................. 351% 9%, 46% 32% 56%, 20% 
| 
tion and offer a higher degree of ! 
| safety in om pte lrg ais PME coccccawocescsssscseee. SUS 91k 2912 185 38 8 
| Our booklet explaining the man , K 
advantages of eae z Odd pend | Kansas City Southern................. 14% 3%, 26 13 29 5 
sent upon request. tie Vals L Vo fp 5 
ehigh Valley . ane wie tnewiete 11 5 22 8 245% 4% 
| Ask for M.W. 805 Louisville & Nashville....-. 0.0.0.2... 64%, 34 «102% «= 57%, «99 48% 
M 
Mo., Kansas & Texas. 63% 2% 9% 514 9%, 2 
O n uir Q Mo., Kansas & enaathe Prd., ee, | 5% 33% 1414 34%, 5% 
chibiies Missouri Pacific. . see ones 3 1 4 2% 6% 1% 
stablished 1898 
N 
Members New York Stock Exchange New Yel Central ' Pee a nes 29% 121%, 4% 374 5514 15% 
c. ouis dled Gaon oe 6 53 7% 72 14 
| 39 Broadway New York N. Y..N.H. & Hartford... 82m SsC 3 9% 2 
| Norfolk & Westem.. Sllllliiil 918°” 458°) 310% «210s 272—Ss«180 
| Northern Pacific. . Sianetuhasws 254%, 1314 3634, 23% 365 9% 
Pennsylvania............ EET, 17%, 45 281%, 501%, 20 
im = “a R 
20 Lea ding Reading......... eee. eer rr 43% 29% 50% 35% # «47 181/ 
| | S 
| e © Southern Pacific. pai ksssoRema ees 25% 12% 47% 23% 65% #17 
jouthern Railway. . . testes 2 6 4 43% 9 
vila 10n oc s Southern Rail ; 16%, 51 2614 123, ¥, 
| 
| Circular M. on request Texas & Pacific... Died eT i. | 14 49 28 5414 1556 
U 
| Duinscombe & Co. IE cia ose in es tene ances 111% 82% 149% 108% 148%, 80 
Members New Y. k Exch Ww 
} ers New York Stock Exchange | Western Maryland 0 Se 514 121 8, 113% 25% 
| 60 Broad Street, New York | WMOUNOOIG.....:...-.+.-c00sse0s 4 1% 4 hh ah 14 
e e 
2 ee ee Industrials and Miscellaneous 
OPENING AN ACCOUNT 1935 1936 1937-38 
Many helpful hints on trading procedure and = aie ti 
methods in our booklet. Copy free on request. ? A High Low High Low Hish — ~ Lew 
Ask for booklet MG6 ey oe se vee sete tee teeeee 374%, 28 sem 17% sor, Sh 
eer etre Saabs a lo A ly 
Any listed securities bought and sold Alaska Jungau woe Recnitues 20% 334 ry 2. 133 js y 
eS Eee en B () () 
Gi SHOLM & (HAPMAN Allied Chemical & Dye. 0000.0 173135, 45187, 258 145 
eae Ss ihe atouiee iets e (7 ly eg fg 
I ng gt Allis Chalmers Mig..............0... 33% 12 81 35% 83% 34 
3a Breet Now York Alpha Portland Cement............... 22%, 14 34% 19%, 39% 8% 
ct alcricinatreenaw See FG SR en eee 80 48% 125% 75 114% 51% 
Amer. Agric. Chemical OT ee ites 573%, 4114 89 49 1011, 531% 
— American Bank Note................. 47372 131% 4, 36 4134 10 
Amer. ony a eh & oven FE te a. are = = 4 
Bec Mocks sees 3 £ 
UMBIA jon Car & Fay ‘ ES aernt eee 4 oo”  ® 4 ¥, 1% 
COLU ! American & Foreign Power l, ly 3% 2 
a 3 : ‘ Amer. Power & Light................ 1% 14% kh 16% 3 
coum GAS & ELECTRIC Amer. Radiator 8 5. Sree 10% 27% 18% 29% Bi 
mer. Rolling Mill... . la, Ia Ia Q 
CORPORATION Amer. Smelting & Refinins 34 ve 193 56% ey at * 
The Board of Directors has mer. Stee! Founcries.. 1 5 ? he . 
declared this day the following dividends a = kx —- eeenans oytee tg Boy, Bi 138% 24 
Cumulative 6% Preferred Stock, Series A Ameet, Toe. B......... aout 743, 104 8814 9972 583/, 
No. 45, quarcerly, $1.50 per share mer. Water Works PE lg la, /o 
ve Saree Waster P _ asi +e 324, 4g 25% 
Cumulative Prefe erred Stoc k, 5% Series Amstonde Copper Mining Piatt Gs 8 5534 28 69 241 
No. 35. quarterly, $1.25 per share Armour Co, of Mt. ; Be re anit ati? ae 13% . A 
ive Pref Stock tlantic Refining . a 
eG ee. $1.25 per shee ER en cose nb oy Gag hie 15 att 26% 3634 3% 
sie we ai aot Aviation Corp. Del 2% Th 44% 9% 2% 
payable on February 15, 1938, to holders of a ss thas th ag 
Si! si s . 20, 1938. 
ne Ren eae monn stgeay Baldwin Loco. Werks. ae cap remo ne ‘eas ee 23% 5 
Howranp H. Pett, Jr., | @eteeGe.............:.......ccc0 a ar 43% 10% 
January 6, 1938 Secretary Barnsdall ( ROMS e fen bon ec.eusuake 143/, 5% 89.28 ” 14%, 35%, 10 
| * SE TERRE SEES 20% 14 28% 18 283%, 13% 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 





























1935 1936 1937-38 beet 
— —_ ale 
B High Low High Low High Low 1/5/38 
MMMM 550-415. 5)s50 ko 24.0554%%95% 241, 11% 3234 2154 30 8, 13 
ECG cSt coo bce essences eae 5712 34 72 48 ai, 29 31 
pet chem DEBS igigic a Pos's <isieun'c 46 Galo 52 215 174%, 453%, 195% 41 607; 
OE SS eer ee 221, 6, 37%, 16% 16 33 i, 
PP cestGsess patdsdenssdacens 274%, 21 32 255 16 181, 
RNs oa puicied cx «<4 deuise 70) 281, 90 th 64 i, 22%, 24) 
a senor Se ee re ree bis ont 18%, 121 23/4 7 8 
BASES RSs cece 5 64% 43i, 59 18 a1 
Brooklyn- Manhattan ON ova cu sciecen 2g 36 5814 401% 53 " 7 9 18 
INNS tor in cies «0. (ecds.eia'e enieicie By, 4%, 213%, 8 Y, 25%, 6) ai, 
al ak aS aie 9% 3% 15% Ih ih Ih dip 
SS 8 ee ane 20% 1134 291% 16% 33% 6 914 
c 
PNY NNER 5 55-0: 16:4 a. 0.6% 0-010.650% 634, 2) 16} 6 201, 4 8 
og Bry GOT lO. oie ccc cece 17 fs 8} 30%, 10% 381 914 14 
ky SS Sa ee reer 111 (i, 453%, 186 92 191 vA 79 85 
oe ihe EN S55 Gs ong Sib a-assia bine 60 36) 91 543, 40 5 
NN ERIID 3 2 54:5 5-5 6:0:0:0-01006'0 08 353 191 32%, 21 ry 41Y 13 14% 
Cerro de Pasco Copper............... 65 yp 38% 7 47 V, 86 % 34%, 401, 
ROOERS GOI... ccc ccscecccsesce 61 yh 36 59 68 31 333 
Se Sea 93% 31 138%, 854% 135 i, Poti 491 
NUN TOD so ce:s c:s0.0y vos a peed oes 93 72% 134 84 170) 9334 1151 
Columbian Carbon................... 10114 67 136} 94 125% 65 67) 
oles, GOS EIB... sc ccccccccncces 15%, 33 233 14 20 4 8 
Commercial Credit................... 58 39 8472 44 69% 30 3414 
ON Se SS eee 72 56% 91% 55 8014 34 381 
Commercial Solvents Re 16} 24% 14%, 21% 5 8, 
t ais ‘ - 3 A 51 2% 4% 1) 
Comm ideted ee 34%, 15% 48 27 Uh 49 11% 223%, 
SNE ECE Dp .o 5 50rd. 0\0-0/0-0.0:58 60 0ecee 121%, 61% 17% 111 17 4 912 
NOE TOON. 05 5.55000 ccvecescee 23% 22 26%, 153% 37 1A 103%, 13 
Continental Baking A................ 11 if, 4) 353, 10%; 373%, 1h 12% 
Continental SPCR csisiaG awe weiss ecoe 991% 6234 ai, 63 i, 69% 3712 39% 
SS eee 35 1514 44), 28% 49 24 291% 
Corn — ES eee 783; 60 8214 63 +4 71% 5014 58) 
Ne eu 5 65S seks 60000 6060.0 2732 rf 5014 24 ae 22 23% 
Crown oe ee 48%, 2314 9114 43% 1007 281, 36 
Curtis Wright...... a 2 9% 8% 2 43/4 
Curtis Wright, A. 121%, 6% 21% 1014 23% 8h 163/44 
Cutler-Hammer. . so53 7 18, 23 
D 
ESOC Ore: cna is coals ae 27 191 22% 
Distillers Corp. Seagrams.............. 381 135 345 1814, 29 or 144% 
SE MN oie so ac pio k 4.4.04 6-000 obo 44), 341 6112 41} 5714 35 5414 
| SA eee 5834 17 82, 50%, 171%, 26% 41% 
Du Pont de Nemours................. 1461, 865% 843%, 133 1801, 98 110%, 
E 
Eastman ere reer 17214, 1101 185 156 198 144 166 
SE ae ee 3834 19% 47%; 30%, 45) 14% 181, 
PARE, VOWS MEAG... . cc cscccecccce 71h 1% 25 Y 6% 26/5 61% 11 
Endicott Johnson Corp................ 66 52 i, 69 3% 3 3514 
F 
Fairbanks, Morse. . eaesistes asians 17 13%, 34%, 717 231% 2934 
Firestone Tire & Rubber..-............ 25%; 131 36%4 24% 41% 16% 191 
re 58 t, 443g 585, 40 52 , 261 soi 
oo eee 30 9% 45 2414 541 1114 1614 
ee SS ee ere 305 17%, 35% 23% 3214 18 231% 
G 
General Amer. Transpt............... 48) 325 76 421, 861% 311 43 
IM ool) 27 oe N a's Wis whe 'otoaine 1 34, 13/4 20 1034, 191 5 - 8 
ae ere rrr 40 Ye 2014 55 341 64), 34 41} 
DID es os 554-500 seis 377 3 44 33% 44, 2814 30 +4 
PME UNETIRG  sho cis 5.0sis'e 95s aedeceei 72) 59% 10% 58 65% 48 52 
ee rr eee 593 26%; 77 53% 70, 2854 31%4 
General Railway Signal............... 41 (A 155% 57 3214 6514 20 
Gen. Realty & Utility. ............... 3% % 4% 2 534 1 1% 
General Refractories.................. 3314 16%, 71 33% 701%, 18 24) 
EE ei og 5 oslnn onesie 49%, 23% 551% 391 5114 1914 21%, 
Goodrich Ds one cvsedeséencs 14) 714 ft 13 50%, 123, 151 
Goodyear Tire & Rubber.............. 26% 15% 31% 21% 47% 161 183% 
H 
ee 22 143% 2134 1254 15% 55 634 
REINER 5 5 cs c'scosccicace esas iar mae ee pe 64 50 521% 
SRT oiicsio coco croc ce ve cevsecs 7 iy 13% 6% 175% 47, 
Hudson Motor Car................06. 171 6%, 2254 1314 23%, 4 91, 
Industrial Rayon. . es Fe Re eee Yo 2314 4134 255% 471 15 181, 
Inspiration Copper... Pe re sg se ay Rea 21 24%, 61, 331% 6% 1 1% 
Interborough Rapid Transit. - 83 18% 10% 133 11 3 A 
Inter. Business Machines. . 14914, 60 189 127% 1 
Inter. Harvester........... ee 344%, 1051 56% 120 5314 63} 
EO ES meee 22%, 6632 43% 1334 37 4637/3 
TUTTI 6 ce cac au scas ses deices 14 5% 19% 11% 15% 4 6% 
J 
are 991% 38% 152 88 155 6514 78 
K 
Kennecott Copper................06 303% 1334 63% 281%, 69% 28, 38 
L ; 
Lambert. . SMR Oty Scien eas oat 213% 263% 54a 24 101 11%, 
Lehman Corp. Bis is ws * 67" 12334, 89 4314 223/44 243, 
Libbey-Owens-Ford...... Z 24 i 801, 47% 19 33% 35% 
Liggett & Myers Tob., B 122 9334 116% 973%, 114 9337 941 
cu. SSR re 31% 67% 43 877; 43% 47 
NS eee 22h 61 Uy, 354 7314 311 reths 
| LSS See corer 1814 261% 21% 285 15 16% 
feck hock. Bi Re Se eS os St Sy 18% 49%, 27 62% 17394 191 
MIN Sia ioccwa hid ais bcisadiva ooe's 57% 301 65% 40% 5814 5 27% 
Ss onaee 14% 6% 2% 11% 30% 1% 8% 
Ee Aner eee mee 64) 44 4 20 
Mathieson Alkali..................-- 33%, 23% 42 27) 41%, 22 2314 
Melntyre Procupine.................: 4572 33 , 497/g 38 42) 301 
McKeesport Tin Plate................ 131 901 118 83 % 421 18 % 203, 
McKesson & Robbins................. 10%, 54g 14% 8%, 8=— 16% 5% 6% 
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—What’s ahead in 1938? 


kkk 
Bonds <= 
— What is the trend now? 
kkk 


—Any weakness ahead? 


—A purchase now? 
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Write for these reports 
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iBabson’s Reports 


Dept. 73-77 Babson Park, Mass. 
Send to me—free of charge and 
without obligation the specimen re- 
ports in answer to the questions you 
mention above; also free your 


“Business and Financial 
Outlook for 1938” 

















Deep Into The Interests 
of REAL BUSINESSMEN 


By carrying its analyses of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MacaziInE OF WALL STREET reaches 
deep into the real interests of 
Businessmen. 


Doing so, it provides a superb me- 
dium for the advertising message of 
many a company. 


Is yours among them? 
The Magazine of Wall Street 
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90 BROAD ST. NEW YORK, N. Y. 





457 














An Invitation To 
New Readers 


Just ahead are critical eventful 
weeks, marketwise. Highly selec- 
tive movements will prevail. Why 
not become a regular subscriber 
and be assured of uninterrupted, 
dependable counsel? 


. . . Profitable information has 
made The Magazine of Wall 
Street the outstanding investment 
and business counsellor of this 
country! Money cannot com- 
mand better advices. 30 years’ 
of experience underlies them. 


NEW PLANS will carry far 
ahead of anything we have ac- 
complished heretofore. Many 
new and timely features are in 
preparation. Recently, THE 
BUSINESS ANALYST was in- 
augurated —a supplement pro- 
viding up-to-the-minute statistics 
on business, industry, commodi- 
ties, credit, interest rates, new 
financing —and running com- 
ments on the current and pros- 
pective outlook. 


Special introductory rates 
enable you to take advantage of 
new opportunities as they de- 
velop over the important weeks 
ahead. . . . Use the coupon below. 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the 
beginning with your next issue. 





four issues 


(10 If you would like to have this special 


WJ 
offer cover eight instead of 
check here and enclose $2.00. 


issues 


Name 


1-15-ST 





four, 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 































1935 1936 1937-38 
M High Low High Low High Low 
DORE, 85.5 ccccccccsecceess 425 241, 65 405/s 72, 33%, 
Minn. Honeywell................... fo eees 2 65 120 53 
Minn. Moline Power................. Ty 3% 1294 6% 16% 4¥5 
Monsanto Chemical.................. 943, 55 3 79 10714 71 
ES ES eee 40 yy 2134, 35%, 69 30 
s................:.... 21% 4% 2% 14 2% 3 
las ca 2455 5 
22%, 38%, 283, 33% 17 
131 32% 21% 38%, 13 
12% 281%, 21 26% 12 
231% 3334 255 35 17 
ines 36%; 26 ae 18 
4Ys 14 i, 9% 14%, 5 
rf 78 571% 991%, 55 
3 83 32% 98%, 29 
4% 9 41%, 10% 
ER soocissssccceoonsoee 8 9 351% 23% 34% 141% 
North Amer. Aviation............... TY. 2 14% 6% 1734 3 
ie) 
RE a eens <a 14, 9%, 18 1214 22Ve 9 
EE Le 17% 4%, 2034 1214 243, 61, 
P 
Pacific Gas & Electric................. 315% 1314 41 30%, 38 22 
Pamenee Ohoter Gar... oo cccccscses Tk 31% 133% 6%, 123, 4 
Paramount Pictures................... 12 8 25 7% 283/, 8% 
NE, aoa 6 pts ow eebb.04% 843/, 57% 11214 69 1033, 57% 
eS ok ie oe eas 2817 12% 56%, 255% 59% 18) 
Phillips Petroleum................... 13%, 523% 381, 64 30%, 
Procter & Gamble................... 53%, 423/, 56 401%, 651% 43%, 
Public Service of N. J................ 46% 203, 501, 39 523, 3034 
CCS acaba knbhses <ebeae'n 52% 29%; 69% 36% 72, 2514 
> eee ccekee bec ON 5% 244, 16 243/, By, 
R 
Radio Corp. of America........ 13% 14, 9%, 123, 43, 
Radio-Keith-Orpheum 6 1% 10%, 5 101, 2% 
Remington Rand........... 203, 7 25 174 291/, 814 
Republic Steel............ 20%, 9 297% 16% 47%, 121%, 
Reynolds (R. J.) Tob. Cl. B........ 5852 43, 6014 50 58 40%, 
Ss 
SE ee 46 3158 495/28 27 46 18 
Schenley Distillers................... 5614 22 55% 37%, 513, 22 
8 ee eee ree 6972 31 10114 59% 985, 4935/4 
Ss 3) eee 127% 1% 19%, 1114 17%, 6) 
EE rer 161 5% 281, 144, 343%, 144% 
Socony-Vacuum Corp................ 15%, 10/2 1714 1214 231% 13 
eo seas eesacenices 84 43%, 114% 63 28%, 814 
St A a i ible 191, 121% 18/2 144, 16%, 712 
St Oeees Mller... . 222.055 9% 1% 9% 51, 144%, 2% 
Standard Oil of Calif................. 41% 27%, 47% 35 50 27% 
Stenderd Of of ind... |... 33% 23 48% 32% 50 26% 
EEO, B..wc sss vccnwenees 5234 3534 703, 511% 76 42 
URINE. oc ccceccccsvaccccccs 18% 6% 24% 161 21 51% 
OS eer 151% 2% 3014 14%, 335% 6% 
eae Soe 103%, 2%, 15% 9%, 20 3 
T 
Ee eS Lc be aeGecaen 30%, 16% 551%, 2872 65 34% 
SS er 36%, 283, 443/, 33 23%, 
Texas Pacific Coal & Oil.............. 9% 3% 1514 To 1652 53, 
Tide Water Assoc. Oil............... 15% 77, 21%, 143, 215% 131% 
Timken Detroit Axle................. 131% 47 27% 1214 28%, 8%, 
Timken Roller Bearing................ 72% 283, a 56 79 36 
Twentieth Century-Fox................ 24% 13 38%, 22% 40% 1814 
U 
Underwood-Elliott-Fisher.............. 871, 533%, 102% 745, Bhs amie 
Union Carbide & Carbon.............. 75%, 44 105% 71% 111 611%, 
ETD, occccosccessocessce 4 143, 281% 203, 281, 17% 
es cog wd cacwsn cb ee see 30% 9% 3234 20% 351% 1034 
United Carbon............. .. we 46 96%, 68 91 363% 
United Corp. . Ty, 11% 9%, 53% 814 2 
United Fruit... 92%, 6014 87 66% 863/, 52 
United Gas Imp... 18% 9% 191 141, 17 9 
. S. Gypsum..... 87 40% 125% 80% 137 53 
U. S. Industrial Alcohol . 50%, 35% 59 31% 435 161, 
U. S. Pipe & Fdy....... 2275 144, 63% 21% 72% 24 
ks  ““SeyGeieeeegeeaee + we 9 493/g 16%, 72% 20 
U. S. Smelting, Ref. & Mining......... 124i 915%, 103%, 7214 105 52% 
ss vee cenn ushers dhees’ 50% 271% 79% 463/, 1261, 48% 
| a eer 119%, 73% 154%, 115% 50 1001/4 
ee A Er ee 4% 1 7 34%, 4, 3 
Vv 
PR COSsce Ucn sadesameeeee sae 2134, 11% 3058 161, 39%, 9%, 
WwW 
er ee ee a 1234 51% 183, 3% 
Warner Brothers Pictures.............. 103, 2%, 183, 9%, 18 43%, 
cS eer 17% 20/2 96); 72% 831% 221, 
Westinghouse Air Brake.............. 353% 18 50%, 34%, 573%, 173%, 
Westinghouse Elec. & Mfg............ 98%, 325%, 15314 941/ 167% or 
ek ca raceasuws 9%, 3% 11 62 121, 4% 
PN te gOS hes... na eck kwiewin'e 651%, 51 71 443/, 65%, 34 
Worthington Pump & Mach........... 25%, 113%, 3634, 23% 47 12 
Y 
Yellow Tr. & Coach, B..............4. 9% 25% 23% 83, 373 7% 
Youngstown Sh. & Tube.............. 47% «13 87%, 413%, 101% 341% 
Zz 
ID ob dnc casdvececscecaces 14%, 1% 423, 1114 43%, 11% 


* Not including extras. {Paid last year. 


{Paid this year. 


Last Div'd 
ale $ Per 
1/5/38 Share 
40 41.00 
1 *3.00 
ONG ou 
88 13.00 
32 2.00 
5% t.95 
1034°{ 1.00 
18 1.60 
16 *1.00 
13 1.20 
22 i, *2.00 
271 -50 
733 60 
60 *2.50 
34% 2.00 
14 $2.00 
20 $1.60 
9% $.12% 
12%, {1.00 
101% ade 
22%, 2.00 
47 3.25 
ee pune 
631% *4.00 
27 11.60 
401, *2.00 
47\ 2.00 
33144 2.60 
31 *1.50 
1114 3.25 
6% $.20 
4 - ae 
13 1.25 
18 eau 
44, +.60 
20% *2.00 
261% 3.00 
57% *3.00 
8) *,60 
174%, {1.00 
143, 1.80 
9% 1.00 
82 -80 
4%, ea 
301%, *1.00 
33% *1.00 
48 *4.00 
9%, *,50 
9%, 
5% 
40 *2.00 
284%, *2.00 
8%, -40 
144%, *1.00 
1144 {$1.50 
42% *3.00 
20%, {2.50 
723, 3.20 
201% *4.20 
26%, 11.00 
401% 4.00 
31% $.20 
601, *3.00 
103, 1.00 
69% *2.00 
20%, —2«........ 
28 3.00 
23%, eM 
624% 11.00 
56% {1.00 
11014 7.00 
1 pitas 
163, $1.00 
73, $1.00 
6% nee 
244, eo 
25%, 1.00 
1001, $6.00 
5% .50 
37 2.40 
17 
9% it 
0 $3.25 
14 $2.00 
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Speculative Possibilities in 
Rail Equipment Stocks 





(Continued from page 434) 
cent of the time. Both sides of the 
picture have been elaborated upon 
early in this article and on any de- 
velopment favorable to the equip- 
ment industry there is the possibility 
of fulfillment. 

The chart of American Brake 
Shoe & Foundry also reveals a quad- 
rant indicator in addition to a series 
of rising bottoms at the 28-29 and 
36 levels. The indicated move on 
the quadrant is to the 60 level and 
this also was the resistance level to 
the decline during April, May, June 
and July in 1937. That the recent 
correction has carried the stock be- 
low the pivot point at 44 does not 
yet disrupt the formation or the 
bullishness of the pattern, since the 
decline stopped at the normal re- 
sistance level of 41. A _ series of 
lowering tops and bottoms would 
destroy much of the favorable sig- 
nificance and the experienced chart 
reader would withdraw from the sit- 
uation if that formation developed. 

Neither American Steel Foundries 
nor American Brake Shoe & Foun- 
dry have any funded debt, sound 
practice for a prince or pauper in- 
dustry, and both are now in a sound 
financial position. American Steel 
Foundries produces couplers, trucks 
and various other parts for railroad 
rolling stock and its fortunes are 
more intertwined with new equip- 
ment than in replacements. On the 
other hand, American Brake Shoe & 
Foundry, as its name implies, finds 
its profits greater in replacements 
and thus a high volume of traffic 
is necessary to show improved 
profits. 

This links both issues to the two 
big “ifs” in the situation. Will a rate 
increase be granted and will traffic 
improve to an extent sufficient to 
develop demand for new rolling 
stock? The possibilities that the 
questions will be answered affirma- 
tively afford a logical speculative 
foundation and the apparent bullish 
technical pattern for both of the 
stocks. 

Unless actual developments prove 
otherwise, a speculative commit- 
ment in either American Brake Shoe 
& Foundry or American Steel Foun- 
dries would appear to have merit. 
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Condensed Statement, December 31, 1937 











RESOURCES 

Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers .... . $ 478,270,301.14 
Bullion Abroad and in Transit 69,987.00 
U. S. Government Obligations 540,506,067.95 
Public Securities . . 53,300,711.96 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities 16,817 ,682.73 
Loans and Bills Purchased 623,244,876.98 
Items in Transit with Foreign Branches ; 269,113.81 
Credits Granted on Acceptances 27,127,146.90 
Bank Buildings ; 12,424,191.87 
Other Real Estate 461,961.24 
Real Estate Bonds and Mortgages : 2,048,627.06 
Accrued Interest and Accounts Receivable 19,594,268.87 
$1,781,934,937.51 

LIABILITIES 

Capital . ; $ 90,000,000.00 

Surplus Fund . . 170,000,000.00 

Undivided Profits . 11,690,064.38 





$ 271,690,064.38 











Dividend Payable January 3, 1938 2,700,000.00 
Foreign Funds Borrowed . . ; 106,000.00 
Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc. PN Se Se ae 20,422,691.37 
Acceptances ke $ 45,065,770.59 
Less: Own Acceptances 
Held for Investment 17,938,623.69 
27,127,146.90 
Liability as Endorser on Acceptances and 
Foreign Bills. 8,821,208.00 
Agreements to Repurchase Securities. Sold 1,260,314.00 
Deposits . . $1,424,208,361.03 
Outstanding Checks 25,599,151.83 
1,449,807 ,512.86 
$1,781,934,937.51 








Securities carried at $41,222,922.29 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 
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sufficient to record $1.97 a share on 
outstanding stock. Since that time 
earnings registered a gradual expan- 
sion from $2.10 a share in 1933 to 
$2.71 in 1936. During the first nine 
months of 1937, earnings declined to 
$1.86 a share from $2.02 a year be- 
fore. This was due largely to higher 
expenses of both materials and labor 
and the inability to offset these fac- 
tors through commensurate increases 
in selling prices. From the earn- 
ings figures cited, however, it is 
quite clear that the food business is 
one as near depression-proof as any. 
While sales of certain high profit 
items suffer during such a period, 
ingredient costs generally tend 
lower, thereby permitting mainte- 
nance of relatively satisfactory profit 
margins. It is in recognition of this 
and the indicated safety of the pres- 
ent $2.00 annual dividend rate that 
the shares have done relatively well 
marketwise, although down some 
fourteen points from their 1937 high 
of 4414. At present levels the stock 
yields a return of nearly 7% and 
while it does not appear to possess 
great possibilities of any near term 
sharp price advance, the investor de- 
siring income stability may well 
maintain his holdings. Longer term 
prospects, moreover, are regarded as 
constructive not only because of the 
company’s adequate finances and 
leading trade position, but due to the 
constant development of new prod- 
ucts and markets. The frosted foods 
division of the company, particu- 
larly, is in an expansion phase which 
seems likely to register pronounced 
growth and to increase in impor- 
tance earnings-wise. 


Bucyrus Erie Co. 


I hold 100 shares of Bucyrus Erie bought 
at 19%. I am undecided whether to continue 
holding, and anything you can tell me about 
its near-term will be appreciated—J. N., 
Washington, D. C. 


Bucyrus Erie Co. enjoyed a pro- 
nounced improvement in its earn- 
ings during 1936 and the first nine 
months of 1937. Manufacturing a 
broad line of machinery used in min- 
ing and construction, increased ac- 
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tivity in these fields naturally 
proved a stimulus to the company’s 
sales on such items as power shov- 
els, excavating machinery, dredges, 
etc. Reflecting the generally better 
situation existing in the affairs of 
the organization, directors last year 
declared dividends on the common 
stock totalling 75 cents a share, 
marking the first year in which divi- 
dends were paid to holders of the 
junior equity since 1931. The out- 
look at the present time is, of course, 
highly uncertain, as a result of the 
letdown general throughout industry 
and particularly in the mining and 
construction fields. As this is writ- 
ten, it does not appear that there 
will be much of a pickup in these 
industries for some time ahead, al- 
though the possibility of a renewal 
of road building, harbor dredging 
and levee work by the Federal Gov- 
ernment in an effort to relieve the 
unemployment situation should not 
be overlooked. Furthermore, the 
railroads would undoubtedly embark 
upon a broad construction and im- 
provement program in the event 
that the petitioned rate increases are 
granted and their earnings again 
permit normal activities. Capital- 
ization of the company was im- 
proved in 1936, through the elmina- 
tion of one preference issue and 
clearing up all dividend accumula- 
tions on the 7% preferred. There 
are now outstanding only 68,300 
shares of 7% preferred stock ahead 
of the 1,256,968 shares of common 
stock. The financial condition of 
the company is also satisfactory, 
which should allow it to comfortably 
weather the period of lower earnings 
now indicated. Since the common 
stock is quoted at levels which ap- 
parently largely discount the ad- 
verse factors in the situation, we are 
inclined to suggest maintenance of 
your position in the stock as a specu- 
lative venture. 


Hiram Walker-Gooderham & 
Worts, Ltd. 


With Hiram Walker now established on an 
annual $4.00 dividend basis, I am strongly 
inclined to invest in its shares for better- 
than-average income. Do you approve such 
a purchase at this time?—V. L., Buffalo, 
Nits 


Long established as a leader in the 
Canadian liquor industry, Hiram 
Walker-Gooderham & Worts Ltd. 
benefitted substantially from prohi- 





bition repeal in the United States 
and is now one of the leading factors 
in the domestic market. Its earm- 
ings record has been consistently 
good, despite the keen competitive 
situation existing in the trade. A 
widely diversified line of established 
Canadian and domestic brands has 
doubtless accounted in no small mea- 
sure for the earnings progress thus 
far registered, while the management 
has been active in developing a line 
of Scotch whiskies. In addition to 
the distilleries already owned in 
Scotland, including those of Geo. 
Ballantines & Sons Ltd., wholly 
owned subsidiary, the company re- 
cently purchased an 8 acre site near 
Glasgow on which is being erected 
another large distillery which is 
sceduled to commence production in 
March. The report of the company 
covering the fiscal year ended Aug- 
ust 31, 1937, revealed earnings equal, 
after preferred dividend require- 
ments, to $8.29 a share on the com- 
mon stock, against $6.56 a common 
share a year before. Bank loans 
created by the company to finance 
large additions to inventories of ag- 
ing whiskies were liquidated in part 
through the issuance in 1936 of $8,- 
000,000 in 444% convertible deben- 
tures, the latter having been reduced 
to $3,954,000 as of August 31 last, 
through retirement and conversion. 
Further development expenses ne- 
cessitated additional bank loans and 
these had again risen to $11,046,712 
at the date of the latest report from 
$1,462,146 a year before. To reduce 
that item, which is understood to 
have dropped to $9,046,712 on Oc- 
tober 31, the company made ar- 
rangements for the sale of £1,000,- 
000 of 444% non-convertible bonds 
in the London market. Latest bal- 
ance sheet position of the company 
was comfortable, with current assets 
well in excess of current liabilities. 
With the present $4.00 annual rate 
on the common stock well protected 
by earnings, these shares yield a re- 
turn hard to match. Even allow- 
ing for some decline in profits as a 
result of competition and curtailed 
public purchasing power, the stock 
should prove an exceptional income 
producer with the added possibility 
of worthwhile recovery marketwise 
from present levels. 

This seems to be indicated espe- 
cially, since the holiday sales of the 
industry generally were higher than 
had been anticipated. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Will Congress Aid 
Recovery? 





(Continued from page 412) 


at least not now. He will content 
himself with trying to squeeze 
through separate measures for du- 
plicating the Tennessee Valley Au- 
thority in the Mississippi and Mis- 
souri Valley watersheds— an idea 
which he incorporated in two bills 
even before Mr. Roosevelt disclosed 
his plans for the more elaborate set- 
up in the Southland. 

Under the aegis of the Supreme 
Court decision sanctioning expendi- 
ture of public money for construc- 
tion of municipal plants, there will 
be a persistent and aggressive cam- 
paign to plunge the nation into pub- 
lic ownership on a piecemeal scale. 
It is likely that PWA will be re- 
vived as a source of funds for cities 
desiring to expand power facilities 
already publicly owned or to buy 
out those now in private hands. 

Private utilitarians, however, 
should not conclude that abandon- 
ment of the regional proposition 
means comfort or cash to them. For 
one thing, numerous cities may util- 
ize Federal subsidies to construct 
plants equipped with Diesel engines. 
Then again, when such projects as 
TVA, Grand Coulee, Bonneville 
and Fort Peck (not to forget the 
proposed Mississippi and Missouri 
additions) swing into full operation, 
municipalities within transmission 
distance can hook up and pool along 
with Uncle Samuel. Thus Mr. 
Roosevelt may capture his earlier 
objective by a flank attack led by 
the very Supreme Court he sought 
to destroy. 

It is to the Senate rather than 
the House that business must turn 
for real, thoroughgoing relief. The 
members of the upper chamber are 
far more conservative than their 
brethren down the Capitol corridor. 
They have taunted Presidents — 
even this President —before, and 
found it sweet for the senatorial 
soul. Their fine feathers were ruffled 
more violently by the White House 
in the court struggle than were the 
proletarian plumes in Speaker Bank- 
head’s brood, and they nurse a bel- 
ligerent, barnyard spirit. There is 
the further consideration that the 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
Statement of Condition, December 31,1937 


RESOURCES 
Caso AND Due From Banks... . . .$ 708,039,850.53 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED . ‘ 603,362,028.86 
81,129,409.14 
162,019,139.60 


728,522,484.20 


SraTeE AND MunlicIPAL SECURITIES 
OruerR Bonpbs AND SECURITIES . 
Loans, Discounts AND BANKERS’ ACCEPTANCES 


Banxkinc Houses 36,520,660.45 
OTrger ReaL PSTaTe . 6 6s es 6,141,828.32 
MortTGAGES By bets 11,726,121.33 
Customers’ AccepTANCE LIABILITY 23,646,601.27 


Orner AssETS .. 14,271,287.35 


LIABILITIES 
CapitTaL Funps: 

CapiraL StrocK .. . $100,270,000.00 

100,270,000.00 

31,120,741.37 
$ 231,660,741.37 
16,969,701.49 
1,551,746.20 
2,069,989,515.12 
25,707,614.28 


SURPLUS.) s <. « « 
Unpivivep Prorits . 


RESERVE FOR CONTINGENCIES . . + 6 « 
RESERVE FOR TAXES, INTEREST, ETC. 6 « 
Deposits . .. Bae wa Math he id, “sea 
ACCEPTANCES OUTSTANDING . 


LiaBiLiry AS ENDoRSER ON ACCEPTANCES AND 
ForeiGn BILis 23,637,678.41 


5,862,414.18 


Oraew LIARTLITINS «6 a 


$2,375,379,411.05 


United States Government and other securities carried at 
$152,427,444.32 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Dzpostt Insurance Corporation 
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Borough of BROOKLYN 
CAPITAL.$500,000.00 SURPLUS.$6,000,000.00 UNDIVIDED PROFITS. .$207,000.06 


Cash on Hand 
Cael in. BONED ss <o.00 000006 
U. S. Government Bonds.... 
N. Y. State and City Bonds.. 
Bonds 
Stocks . 
Bonds and Mortgages....... 
Loans on Collateral, Demand 

and Time 
Bills Purchased 
Estate 
Other Assets 


Other 


Real 


dation known to modern banking. 


KINGS COUNTY TRUST COMPANY——— 


342, 344 and 346 FULTON STREET 


Statement at the close of business December 31, 1937 


LIABILITIES 


RESOURCES 
jrateenalees 2,454,914.85 
13,928,357.59 
10,054,950.87 
3.749.099.61 
9,559,284.23 
897,352.08 
1,798,339.10 
3,482,087.41 
905,877.16 
1,260.690.70 
777,265.94 
$48,868,210.04 


Capital 
Surplus 
Undivided profits 
Due Depositors 
Checks Certified 
Unearned Discount was 
Reserves for Taxes, Expenses 
and Contingencies 
Official Checks Outstanding. . 











6,000,000.00 


41,247,957.58 


90,719.78 | 
$48,868,219.54 
The Kings County Trust Company offers to its depositors every facility and accommo- 
If you are not already availing yourself of the ad- 
vantages offered by this Institution, we shall be glad to have you open an account 
The Kings County Trust Company is a Member of the Federal Deposit Insurance 
Corporation. 


$500,000.00 
207,131.44 


5,775.85 | 
5,960.55 | 


810,674.84 | 
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cover over 1,000,000 issues. 


79 Wall Street 








\ E are always in the market for 
over-the-counter securities as well as obsolete or closely held issues. 
Forward a list of your holdings for examination, and we will sub- 
mit bids where possible to do so. You are in no way obligated. In 
| the event that a moderate charge should be necessary to cover the 
| cost of a special investigation of any holdings, we shall advise you 

and await your further instructions. 


Our qualifications are briefly: 


58 years in business as specialists in finding markets for securities. Our 
records, carefully compiled in the course of more than half a century, 


R. M. SMYTHE, Ine. 


| “Without a telephone for 50 years’—Number is now HAnover 2-8868 


Securities appraised 





Est. 1880 | 


New York City 











South, which Mr. Roosevelt indis- 
creetly depicted as a backward com- 
munity because of cheap wages, poor 
schools and low standards of living, 
is proportionally more powerful in 
the Garner branch of Congress. 
Lastly, the leaders are infinitely 
more adept at sly sabotage. 
Several illustrious members, in- 
cluding men like Pat Harrison and 
Carter Glass, may head a movement 
for outright repeal of the undistrib- 
uted surplus and capital gains levies, 
also for simplification of the general 
corporation tax. They have merely 
muttered against these taxes up to 
now for fear of wounding the dig- 
nity of House experts, who pride 
themselves on their constitutional 
right to initiate revenue measures. 
But once a tax bill has been deliv- 
ered to the Senate with the compli- 
ments of its makers, it becomes a 
free ball—sometimes a fumbled ball. 
Senatorial strategy contemplates 
radical revision of prospective House 
schedules in the expectation that a 
major share of the pro-business 
amendments can eventually be re- 
tained behind the closed doors of 
a conference committee session. 
Even though Congress appears to 
be mellowing toward the old-fash- 
ioned, capitalistic order, private sup- 
vlicants must not be too exacting, 
too impatient, in their cries for sur- 
‘ease. Their first-quarter need is 
»bviously immediate reassurance, 
out it will be May, possibly June, 
defore they will know the best—or 
the worst—if only because the mea- 
sures which touch them so _inti- 
mately embrace so many elements 
ot economic, personal, political con- 
troversy. There will be haggling and 
haranguing between liberals and let- 
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livers within Congress, and between 
“the Hill” and the White House. 
All that may be said here with any 
conviction of its truth is this: There 
seems to be a belief on Capitol Hill 
that now is the time for Govern- 
ment to come to the aid of Business 
—before it’s too late! 





Earnings Outlook for Tin 
Containers 





(Continued from page 437) 


earnings in that year. Some further 
adjustments of this nature were car- 
ried over into 1937 but this condition 
will not recur in 1938. 

While the can companies have suf- 
fered no interruption in operations 
owing to labor difficulties, labor costs 
have risen and cut into profit mar- 
gins. Higher social security and 
other taxes have also exacted a larger 
toll from income. Some relief from 
these conditions may be forthcoming 
this year, but frankly the possibili- 
ties in that direction appear defi- 
nitely circumscribed at the present 
time. 

Summarizing all of the salient fac- 
tors, it appears that about the worst 
that can be said for the 1938 pros- 
pect for the leading can companies 
is that while sales may not reach the 
record-breaking levels of 1937, the 
decline will probably not attain pro- 
portions sufficiently large to serious- 
ly impair earnings. Allowing for 
earnings somewhat lower than last 
year, even such a prospect is much 
less dubious than that which was 
being recorded in the market action 


of American Can, Continental Can 
and McKeesport Tin Plate in the 
closing weeks of 1937. 

Estimating 1937 earnings consery- 
atively, American Can, the largest 
unit in the industry, probably earned 
around $5.75 a share on its common 
stock. This finds some support in 
the failure of the company to declare 


a year-end extra dividend. Total 
dividends on the common. stock 
amounted to $4 a share. In 1936 


earnings were equal to $5.80 a share 
for the common stock and an extra 
dividend of $2 was paid. Dividends 
were paid at the rate of $4 a share 
throughout the depression years and 
in the worst of these years, 1932, the 
company earned $3.26 a share. 
American Can has been much more 
successful than its nearest rival, Con- 
tinental Can, in promoting the sale 
of beer cans and has garnered fot 
itself a very substantial portion of 
this business. For this reason the 
company would be more vulnerable 
to any marked slump in the demand 
for beer cans. American Can has 
also pioneered the field of fibre con- 
tainers, used principally for the dis- 
tribution of milk and the company 
also is understood to be actively en- 
gaged in efforts to develop a suitable 
tin container for carbonated bever- 
ages, a field which unquestionably 
has important potentialities. A tra- 
ditionally strong financial position 
gives assurance of the company’s 
ability to pay a $4 dividend, even 
should earnings this year decline as 
much as 20 per cent—an unlikely 
prospect at this time. Promising a 
yield of 5 per cent, American Can 
common at recent prices around 
80 warrants investment  consid- 
eration. 

Continental Can Co., ranks as the 
second largest unit in the tin con- 
tainer industry. A __ subsidiary, 
Standard Tin Plate Co., manufac- 
turers approximately 50 per cent of 
the company’s tin plate requirements 
and contributes an important share 
of earnings. Continental manufac- 
tures the greater part of its can- 
making machinery and other activ- 
ities include the manufacture and 
servicing of can-closing machinery, 
leased to customers, the manufac- 
ture of paper cartons and, more re- 
cently, operations have been ex- 
tended to include the manfuacture 
of caps and seals. About two-thirds 
of the company’s annual output of 
containers is supplied to packers of 
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All the Facts You Need Each Month 
to Check Your Security Prospects 





VERY month “ADJUSTABLE 
STOCK RATINGS” can bring 


you the latest statistics on all the 


leading common and_ preferred 
stocks. 
Timely comments will point out 


situations which should be avoided— 
and new opportunities for income 
and capital growth 


Whether you want to keep a check 
on the securities you now hold—or if 
you want the latest available facts 
on the securities you may think of 
buying—Adjustable Stock Ratings 
can repay you its small subscription 
price many times over in a few days 
or weeks. 


IT TELLS YOU— 


What is the ticker symbol? What 
stock is represented by some un- 
familiar symbol? 


On what exchange is it listed? 


What is the outlook for the industry? 
—the company” 


What is its line of business? 


Is there a large funded debt out- 
standing? 


Are there a large number of shares 
outstanding ?—or just a small float- 
ing supply? 


What is the par value?—the divi- 
dend rate?—when is the dividend 
payable? 


What were the 1936 and 1937 earn- 
ings? How do earnings for the last 
quarter compare with the earnings 
for the same period last year? 





112 pages of clear, readable type 


—all the latest information 
found elsewhere only in statisti- 
cal works costing from $50 to 
$150 a year and more. 


What are the 1936 and 1937 high 
and low prices? 


REVISED EACH MONTH 


These are the facts Adjustable Stock 
Ratings can give you every month 
on every one of the leading common 
and preferred stocks listed on the 
New York Stock and Curb Ex- 
changes and on leading bank and 
insurance issues. Furthermore, 
terse profit-pointing comments— 
based on intensive analyses, plus the 
technical position and investment 
outlook—leave you in no doubt as 
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fruits and vegetables, but in recent 
years the company has been aggres- 
sively developing the “general” con- 
tainer field, including oil and beer 
cans. In 1935 the company’s profits 
established a new high record, net 
equal to $4.21 a share comparing 
with $3.25 a share earned in 1929. 
In 1932 net was equal to $1.81 a 
share and in 1936, $3.17. Net for 
the twelve months to September 30, 
1937, was equivalent to $3.01 a share 
on 2,853,971 shares of common stock 
and for the full 1937 year, the com- 
pany may show between $3.25 and 
$3.50 a share. To finance large in- 
ventories of tin plate acquired prior 
to the advance in price the company 
sold, late last year, 200,000 shares of 
$4.50 preferred stock. Dividends on 
this new preferred will not appre- 
ciably affect the earning power of 
the common, inasmuch as proceeds 
were used to reduce bank indebted- 
ness. Last year dividends on the 
common were paid at the rate of 75 
cents quarterly. Whatever decline 
in earnings may be envisaged for 
Continental this year, it appears rea- 
sonably certain that they will be 
sufficient to support a $3 dividend. 
Even on a $2 basis, the shares at 42 
would yield nearly 5 per cent. 
McKeesport Tin Plate is rated the 
fourth largest domestic manufac- 
turer of tin plate and the company’s 
consolidated subsidiary, National 
Can is the third largest manufac- 
turer of tin containers. National 
Can consumers about 25 per cent of 
the company’s output of tin plate. 
Like those of its two larger competi- 
tors, operations of McKeesport Tin 
Plate were conducted profitably 
throughout the depression and stock- 
holders received dividends in each 
year. In 1$36, net income of $1,770,- 
314 was equal to $2.43 a share of the 
727,584 shares of stock which com- 
prise the company’s entire capitaliza- 
tion. From January 1 to July 3, last, 
the company earned $773,373, or the 
equivalent of $1.06 a share and, 
while a later statement is not avail- 
able, it is probable that for the full 
1937, year earnings were about on 
a par with 1936 results. Of the three 
leading can stocks, the shares of 
McKeesport Tin Plate are probably 
the more speculative. At levels 
around 22, the shares are admit- 
tedly selling at a ratio to indi- 
cated earnings so high as suggest 
some doubt over the security of the 
present 50-cent quarterly dividend. 
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On the other hand, if 1937 results 
turn out as indicated above, the 
shares would probably enjoy a profit- 
able measure of price recovery. 





The Key to the Business 
Prospect 





(Continued from page 409) 


tion has a relatively short time to 
get economic results satisfactory to 
the American people—or take the 
consequences in the Congressional 
election early in November. There 
are only two main roads open to it. 
It can make terms that will put 
private capital back to useful and 
profitable work; or, with the Federal 
credit already swollen beyond the 
point of prudence, it can give us an- 
other “emergency” shot of pump- 
priming, thereby merely deferring 
the day of political reckoning. Thus 
far, it is sparring for time in wishful- 
thinking indecision. 

Until you see private money go- 
ing back to work, or until it becomes 
apparent that the Government is 
once more on the point of throwing 
its own credit into the breach on 
such a scale as to constitute an ade- 
quate substitute, don’t bet much 
that a January-February improve- 
ment in business is the beginning of 
another major recovery. 





Beneficiaries of Rearmament 





(Continued from page 421) 


hostilities. Therefore, it is desirable 
that it be practically on a war foot- 
ing in time of peace.” 

Sperry Corporation though not 
manufacturing anything that comes 
under the definition of munitions 
does make a number of instruments 
and parts which both aircraft and 
shipping cannot very well do with- 
out. It may be classed as a semi- 
aviation stock with an exceedingly 
promising outlook, a certain bene- 
ficiary of rearmament. 


Munition Manufacturers 


The companies in this group al- 
though having in peace times an un- 
favorable press become, when war 
looms, industrial defenders of Amer- 
ica. The manufacturing of muni- 


tions requires great skill and ex- 
perience and plants cannot be set 
up quickly. In war times there is 
usually a tremendous shortage of 
rifles and guns. While munition 
stocks would boom should a major 
war seem imminent they are not apt 
to be radically affected by a rebuild- 
ing plan. 


Oils 


The ships engaged in the World 
War were mostly coal-burners so oil 
was not the important sinew it is 
now. Today, oil is the principal 
fuel of all armies and navies. Like 
munitions, a rebuilding plan alone 
should have small effect on oil con- 
sumption. 


Nonferrous Metals 


Copper and nickel consumption 
will tend to rise moderately with re- 
armament as they have abroad. 
Lacking actual war, no inflationary 
effect on metal commodity prices 
seems probable. 


Farm Implements, Trucks and 
Tractors 


The mechanization of Army artil- 
lery, cavalry and transport is likely 
to be slow and have little effect 
without preliminary educational or- 
ders. The foreign motorized units 
operating in Spain and China have 
not impressed some U.S. Army offli- 
cers as being particularly successful. 


Marine Equipment 


The field is so wide and the busi- 
ness spread among so many com- 
panies that estimating possible 
profits is highly conjectural. Many 
of the companies involved obtain 
most of their business from the 
motor industry which has been cur- 
tailmg production. The electrical 
equipment companies with a stake 
in pending utility construction ap- 
pear to be the better investments. 


Steel 


A rearmament program is bound 
to affect the steel industry. Not 
only through the purchase of steel 
for military purposes but because 
with the reawakening of demand 
other heavy industries are inclined 
to change from a hand-to-mouth to 
a forward buying policy. Companies 
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engaged in producing heavy plates 
and ingots for guns release commer- 
cial business to other companies un- 
able to compete with the large mills 
on such things as armor plate and 
shipbuilding. What is gained from 
rearmament is more than offset, just 
now, by declines in other lines. Yet 
with the prospects of a rail rate in- 
crease, the tendency towards lower 
wage rates in the automotive in- 
dustry, and the likelihood of a steady 
growth in rearmament, the outlook 
is far brighter than current condi- 
tions would seem to indicate. 


As a general conclusion we can 
expect a broad rearmament program 
tc have a stimulating effect on busi- 
ness—profits to some companies but 


not necessarily high prosperity un- 
less accompanied by general busi- 


ness activity. The construction of 
a single battleship is a complex un- 
dertaking, employing thousands of 
men and lasting about four years. 
The materials that go into her con- 
struction come from every state in 
the union and the contracts and 
sub-contracts will embrace in excess 
of 400 different companies. The 
national economy is a queer set of 
closely-interlocking wheels, one or 
two of which seems to have gotten 
slightly out of line. It may well be 
that the new armament program 
will provide the impetus that puts 
the gears in mesh again. 





How London and New York 
Markets Affect Each Other 





(Continued from page 439) 


will be small because of the rela- 
tively close bids and offers. 

The difference between New York 
and London time means that the 
two trading periods coincide for 
only one hour. London opens at 5 
A.M., our time, and closes at 11 
A.M. Some of the brokers then 
adjourn to Shorter’s Court, just out- 
side the Exchange, where trading 
continues until interest dies down 
or our market closes at 8 P.M., Lon- 
don time. All the positions built up 
in American stocks during the first 
five hours the London Stock Ex- 
change is open are thus afforded a 
second market for closing out when 
New York opens on the stroke of 
ten. Bad overnight news will some- 
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Bank. Insurance and 


Investment Trust Stocks 





ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


INSURANCE COMPANIES—(Continued) 





Bid Asked Bid Asked 

DN RED os cthida tee aes sok Rice: Oe 51 Ins. Co. of North America ({2.50).... 55 58 
Bank of Manhattan (1.50).......... 22 2314 Maryland Casualty................ 314 4%, 
Bank of N. Y. & Trust (14)......... 350 360 | er rs 52% 545%, 
Central Hanover (4)............... 92% 9514 PRETEEN SS 6:50. bcececatecess 16 80 
MOTTON iio occ ace eha en eeepa es 33 35 Sun Life Can (15)........ 400 450 
Lk rar . 43% 4514 pO 426 
6 ILLS en Eee 271 29 United States Fire ({2.50).......... 47% 49, 
Corn Exchange (3)................ 5214 53% Westchester F. (71.60)... .. aneise 2814 30 
First National (100)............. 1780 1820 
CC 2) >) 248 253 INVESTMENT TRUST SHARES 
a 3 tr 111% 12% po ee ae 1914 21 
Manufacturers (2)............... . 2 39 Brit. Type Investors... ... Saat -28 -43 
td 3) . 92% 951% ee ne 13% 14%, 
United States Trust ({70)........... 1420 1470 Corporate Trust—-AA.............. 2.59 ei 

INSURANCE COMPANIES 5 eer ees 18.82 20.25 
Aetna Fire (1.60)..............05. 43 45 eee. eee ores 
MaeeM................. 254; a7", Maryland Fund.......... 5.89 6.56 
jan taeweee................ 38 40 Massachusetts Invest Oe 19.66 20.86 
eens ena (30)............ 83/4 9% Nation-wide Securities B........... 3.29 3.39 
GesMGae................. 351% 371% No. Amer. Trust Shares 1958... .. 2.26 whee 
Se bOliee.................. @5 291% Quarterly Income Shares............ 10.92 11.95 
Gut Ameen (HSD........... 21%, 12314 Spencer Trask errr 14.78 15.56 
pemaeit MEME... «cc. sc cen °7 281% Uselps Voting Shares.............. .88 -96 
LC) a ae 62 64 t Includes extras. 
ON Ae | SAN ieee Ean 265%, 281, t Ex dividend. 





New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 





1937-38 1937-38 
Price Range Price Range 
———_~———~. Recent ———————~. Recent 

Name and Dividerid High Low Price Name and Dividend High Low Price 
Alum, Co. of Amer.......... 17740 72% 85 Lake Shore Mines (*4)....... 594%, 45% 52% 
Amer. Cyanamid B (*,60)..... 37 17%, 23% re 16% 4 10 
Amer. Gas & Elec. (*1.40).... 4834 21%, 26 Molybdenum ({1)........... 11% 2% 51% 
Amer. Superpower........... 3 %y 1 National Bellas Hess......... 3% Ve Vg 
Assoc. Gas & Elec. “A"..... 514 1 114 New Jersey Zinc ({4.50)..... 94% 53 64 
ee rere 67% 23% 30 Newmont Mining (*3)........ 135% 50% 61% 
Eee rere 53% 11h 1% Niagara Hudson Power({.40).. 16% 4 8% 
Cities Service Pfd............. 60 15 3814 Niles-Bement-Pond (2)....... 62 30 33 
Colum. Oil & Gas ({.40)..... 10% 21% 4% No. Am. Rayon "A" ($2.25). 51144 1734 20%, 
Commonwealth Edison (1.25).. 33 204%, 271% Pan-Amer. Airways (1.25).... 26% 15 19 
Consol. Copper (1.1214)...... 1154 3¥% 55% ee Ig 25%, 5% 
Creole Petroleum (*1.50)..... 38%, 20%, 25 Pennroad Corp. ({.25)........ 5% 2 2% 
Eagle Picher Lead ({.40)...... 27% 7 103% Pepperel Mfg. (*6).......... 151 58% 76% 
Elec. Bond & Share........... 28% 5% 9% Pitts. Pl. Glass ({6.50)........ 147% 77 8614 
Elec. Bond & Share Pfd. (6)... 87% 50 561% re 11% 234 3% 
Ex-Cell-O Corp. (*.80)....... 275 7 1114 Sherwin-Williams (4)......... 154%, 721%, 83% 
Ford Mot. of Can. "A" (1)... 2934 14 1614 South Penn Oil (*1.50)....... 56 35 38 
Glen Alden Coal ({.50)...... 15 5 514 Technicolor ($.75)........... 34 14 17% 
Gulf Oil of Pa. (1)........... 63% 33 40 Untied Chas Gemm.....cccecess 135% 3 5 
Hecla Mining ($.95)......... 251, 55/2 9%, United Lt. & Pw. “A"........ 11% 1% 3 
Hudson Bay M. & S. ({1.75).. 42 15% 2514 United Lt. & Pwr. cv. Pf...... 75% 14% 23% 
Humble Oil ({2)............ 87 544, 65% ee 
Imperial Oil (*.50)........... 24% 14% 18 der rcaton on one 
Iron Fireman (*1,20).......... 27% 11% 13% * Not including extras. 
Jones & Laughlin............ 126%, 2714 37% t Paid last year. 
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times cause arbitrage transactions 


Considerable capital is required 
to maintain the jobber’s lines of 
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year, the British speculator of estab- 
lished credit was accustomed to giv- 
ing his order to buy or sell securi- 
ties with but negligible margin, if 
any. Provided his trade were closed 
out within the Account, that is, be- 
fore the next Settlement Period, he 
was liable for only the net loss or 
entitled to the net profit on the 
trade, without any actual passing of 
securities or payment. During de- 
clining markets the approach of Ac- 
count Day found tremendous losses 
to be met, either by cash payments 
or sales. What selling there was, 
therefore, came in lumps, rather 
than spread out as our margin sell- 
ing should normally be. The settle- 
ments also brought their rumors of 
English failures, with the threat of 
wholesale liquidation in American 
stocks. 

“The Settlement” consists of four 
consecutive days, named for a year 
in advance by the London Stock 
Exchange. Contango Day, usually 
a Monday, is occupied with the ar- 
rangements between customers and 
brokers for carrying over or paying 
for securities. Jobbers set prices near 
the market at which the carried 
over securities are arbitrarily valued. 


The difference between the “making- 
up price” and the original cost rep- 
resents an intermediate profit or 
loss, to be paid to or by the cus- 
tomer. Ticket Day and Inter- 
mediate Day, usually falling on 
Tuesday and Wednesday, allow time 
for clerical preparations. Then Ac- 
count Day sees the actual deliveries 
of securities or payments of differ- 
ences. This is the day when trage- 
dies occur—sell-outs, buy-ins, and 
occasionally dangerous pressure on 
New York. The trader who keeps 
an eye on the London market will 
therefore be most interested in Ac- 
count Day, although the whole 
Settlement period is a focus for un- 
easiness if any exists. 


London's Interpretive Function 


It is not necessary to go back to 
the World War to see the effects 
European developments have on our 
market. Any serious damage to 
morale in centers of capital is likely 
to reach us via London. The shot 
that whistles over the deck of a 
Mediterranean tramp steamer has 
little apparent connection with the 
price of American Tobacco. Yet the 





structure of values is so delicately 
adjusted and so closely interwoven 
that the ripple that shell creates 
spreads with gradually diminishing 
force throughout the world. No 
major war is expected to follow the 
incident, but the possibility of one 
has increased, and realistic security 
traders allow for it. Increasing grav- 
ity of a situation finds it more and 
more fully discounted, most alarms 
being eventually found to be false 
ones, but all necessary to keep prices 
in line with probabilities. 
Confidence, the foundation of se- 
curity values, has become more than 
ever before an international quality. 
Whatever causes the European mar- 
kets to weaken threatens active 
selling of American securities; selling 
that is very likely to pass through 
the hands of the London jobber and 
the arbitrageur. A finger on these 
pulses also detects the building up 
of a demand for our stocks, some- 
times even before it is crystallized 
into trans-Atlantic buying orders. 
The major trends of English securi- 
ties, if not the shorter-term varia- 
tions, undoubtedly deserve much 
closer attention and surer under- 
standing as indicators of our future. 








Dividends Recently Declared 
Stock of Stock of 
Corporation Rate Period Record Payable Corporation Rate Period Record Payable 
Alaska Juneau............ 0.60* Q 1/5 2/1 Kaufman Dept. St 0.40 1/10 1/28 
WOME ooh oss.c eb cce | 2.00 Q 1/15 1/31 Lane Bryant Pfd.... 7.00 Q 1/14 2/1 
Amerex Hidg............. ; 1.40 S 1/12 2/1 Lee Rubber & Tire 0.25 1/15 2/1 
American Home Pr........ 2.40 M 1/14 2/1 Lehigh Port. Cem 0.25 1/14 2/1 
American Lt. & Tr..... : 0.30 - 1/15 2/1 Lemer Stores........ 2.00 Q 1/10 1/15 
Amer. Lt. & Tr. Pid......... 1.50 Q 1/15 2/1 Lerner Stores Prd. 4.50 Q 1/15 2/1 
Amer. Mach. & Fdy. 0.20 J 1/15 2/1 Macy, R. H... 2.00 Q 1/14 1/24 
Barnsdall Oil........... 1.00 Q 1/13 2/1 May Dept. Stores 3.00 Q 1/10 1/20 
Bon Ami"“A"......... 1.00 1/15 1/31 McCall......... 1.50 Q 1/15 2/1 
Bon Ami “B"......... 0.62% .. 1/15 1/31 Melville Shoe 1.00 1/14 2/1 
Boston Ed............. 8.00 Q 1/10 2/1 Nat'l City Bank... 1.00 Ss 1/15 2/1 
Caro. Clin. & Ohio....... 4.00 Q 1/10 1/20 Neisner Bros 4.75 Q 1/15 2/1 
Chase Nat'l Bank... 1.40 Ss 1/15 2/1 Reading Co. 2.00 Q 1/13 2/10 
Commonwealth Edison. 1.25 Q 1/15 2/1 Skelly Oil Pfd... 6.00 Q 1/14 2/1 
Consol. Cigar........... 0.75 gt 1/5 1/14 Spicer Mfg. Pfd. . 3.00 Q 1/6 1/15 
Consol. Cigar Pfd...... ‘ 6.50 Q 1/15 2/1 Spiegel. ... 1.00 Q 1/15 2/1 
Consol. Oil........ 0.80 Q 1/15 2/15 Telautograph 0.60 Q 1/15 2/1 
Electric B & S Prd... 6.00 Q 1/6 2/1 Transamerica. . 0.75 s 1/15 1/31 
Electric B & S Pld... 5.00 Q 1/6 2/1 Universal Leat Tob 3.00 Q 1/12 2/1 
General Mills....... . 3.00 Q 1/10 2/1 Walgreen....... 2.00 Q 1/15 2/1 
Gimbel Bros. Pfd... 6.00 Q 1/10 1/25 West Penn Pr. Pfd 7.00 Q 1/5 2/1 
Gotham Silk Hoisery Pd. 7.00 Q 1/12 2/1 Wes: Penn Pr. Pid 6.00 Q 1/5 2/1 
Grant, W.T......... 0.50 1/10 1/20 Westvaco Chi. Pfd. . 1.50 Q 1/14 2/1 
Gt. North. Ir. Ore... .. 0.75 5 1/14 1/31 Wilson & Co. Pfd.. 6.00 Q 1/95 21 
Green, H.L......... 1.60* Q 1/14 2/1 S—Semi-Annually. 
Hecker Products... .. 0.60 Q 1/10 2/1 At enenl 
ce, . SA ea eee 2.00 1/15 2/1 * Plus Extras. 
eee 7.00 Q 1/15 2/1 All declarations are on common stock unless otherwise noted. 
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Masonite Corporation 
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nomical access to the needed raw 
materials, an abundance of com- 
mon and semi-skilled labor, nearby 
rail lmes over which markets could 
be reached and year-around climate 
favorable to uninterrupted _ pro- 
duction. 

The decade that followed saw ex- 
pansion of products and improve- 
ment therein, gradual introduction 
of more efficient machinery, the 
struggle to obtain markets, patent 
litigation and the successful termi- 
nation thereof, the problem of get- 
ting hold of adequate working capi- 
tal—all of the production, merchan- 
dising and financing problems, in 
short, that every new enterprise is 
confronted with. 

Number of major products was 
increased from two to eleven. Ma- 
chines which in 1928 produced only 
sixteen feet of board per minute, 
with only 60 per cent of it first 
grade, today produce at a speed of 
more than 100 feet a minute and at 
such speed turn out 98 per cent first 
grade board. Supply of saw mill 
waste has long since proved to be 
inadequate and major supply of raw 
material now is second growth trees 
bought from farmers in the sur- 
rounding country. Aiming toward a 
perpetual supply, Masonite has re- 
cently purchased many thousands 
of acres of timber land adjacent to 
Laurel, has obtained options on ad- 
ditional tracts and is working in co- 
operation with the United States 
Forest Service and the Mississippi 
Forestry Department on an exten- 
sive reforestation program. The 
plant, employing approximately 
1,000 workers, has an annual ea- 
pacity of some 280,000,000 board 
feet and this could be increased to 
meet any probable marketing needs 
with only relatively moderate ex- 
pansion of investment. 

Distribution is effected through 
more than 7,700 dealers. Following 
termination of patent litigation in 
1933, various important companies, 
mostly engaged in manufacture of 
insulating materials and other build- 
ing materials, entered into agree- 
ments whereby they became selling 
agencies for Masonite products. 
Some of these are understood to 
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market such products under their 
own brand names. These agency 
agreements made late in 1933 are 
reported to be responsible now for 
some 30 per cent of Masonite’s vol- 
ume. License agreements have been 
made with manufacturers in Italy, 
Norway, Sweden and Australia. 

Largest selling products are struc- 
tural insulating and sound-deaden- 
ing board; Masonite “Quartrboard,” 
used for light walls and partitions; 
Masonite “Presdwood,” used for a 
great variety of building and indus- 
trial purposes, including paneling, 
flooring, furniture, outdoor sign 
boards, etc.; and Masonite “Tempr- 
tile,” a scored and enameled board 
resembling ceramic tile. 

The company’s advertising exag- 
gerates but little when it describes 
Masonite as “the board of a thou- 
sand uses.” It is going into stream- 
lined trains, ocean liners, motor 
boats, buses, trucks, automobiles, 
store fixtures, counter tops, dog ken- 
nels, loose-leaf binders, high class 
packing cases and so on ad infini- 
tum. Carloads of it go into toys 
and children’s play houses. Movie 
studios, circuses, carnivals and ex- 
hibitions use quantities of it. Many 
artists now paint pictures on 
Masonite “Presdwood” exclusively, 
finding it superior to canvas. You 
will find it serving as trim in the 
windows of numerous department 
stores, as the base of blackboards 
in many brokerage offices, as a form 
for cement, as exterior finish for 
buildings and store fronts, as a base 
for the Formica finished walls in the 
bathrooms on the steamship “Queen 
Mary.” 

The partial list of uses thus enum- 
erated is sufficient to indicate that 
the Masonite sales and earnings per- 
formance should be relatively good 
even under generally unfavorable 
economic conditions, as now exist, 
and decidedly good should there 
come a turn to general recovery 
sometime in 1938. This is not to say 
that profit of $3.03 per share on the 
536,740 outstanding shares of com- 
mon stock for the fiscal year ended 
last August is indicative of current 
earning power. Earnings for the six- 
teen weeks ended December 18 were 
equal to 58 cents a share, as com- 
pared with 65 cents for the corre- 
sponding period of 1936. It is im- 
probable that earnings over the first 
several months of this year will show 
improvement. They may show fur- 


ther decline. Nevertheless at recent 
price of 32 the stock appears to have 
better than average merit as a spec- 
ulation in a growing enterprise and 
on an eventual general business re- 
covery. There are only 19,654 
shares of $5 cumulative preferred 
stock ahead of the common. Divi- 
dends of $2.50 per share on the com- 
mon were paid in 1937. 

Working capital of $2,343,385— 
including $1,162,459 in cash—ap- 
pears ample and, indeed, exceeds 
fixed property investment which, 
after depreciation reserve of $1,187,- 
929, is carried at only $2,269,257. 





Freeport Sulphur Co. 





(Continued from page 444) 


the increasing export trade volume. 

Freeport’s major properties are 
leased on a profit-sharing basis. Re- 
serves are large in both Texas and 
Louisiana, with the future further 
assured by options on other depos- 
its. Each of the first three quarters 
of 1937 showed a healthy earnings 
increase over the corresponding 1936 
period, with net income for the nine 
months equal to $2.42 a share on the 
common, against $1.83, and the divi- 
dend rate has been raised to 50 cents 
quarterly. 

The Cuban-American Manganese 
Corp., a subsidiary of Freeport Sul- 
phur, is a potentially valuable prop- 
erty because of the importance of 
its product to the steel industry. 
Improved methods and better de- 
mand for manganese lifted this com- 
pany out of the red during the first 
nine months of 1937, but really im- 
portant contributions to the parent’s 
income will depend upon the rate of 
steel making in the future. 

Taxes on sulphur production im- 
posed by Texas and Louisiana have 
caused some uneasiness to stock- 
holders. The outlook at present, 
however, is for a reasonable attitude 
on the legislators’ part, particularly 
since Freeport is a decided asset and 
its operations contribute to the pros- 
perity of the region. The visible un- 
certainties, in fact, seem more than 
discounted by the issue’s current 
price. Combining a very generous 
yield. with sound value in an essen- 
tial industry, the stock offers inter- 
esting appreciation possibilities as 
well. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Nickel—The All-Purpose 
Investment 





(Continued from page 427) 


industry is the most important single 
outlet for nickel. Engine blocks are 
of nickel-cast-iron; it underlies chro- 
mium-plated head-lamps; it is found 
almost universally in gears, valves 
and in many other places. Because 
of the greater hardness, strength 
and toughness which possesses 
nickel-irons and_ nickel-steels, they 
are unquestionably headed for an 
even greater number of applications. 
It is true that the outlook for the 
automobile industry is not a par- 
ticularly edifying one at the mo- 
ment, but even if there should be 
some 25 per cent less cars produced 
in 1938 than were produced in 1937, 
it does not mean that the demand 
for nickel is going to disappear by 
any means. 

The railroads afford another im- 
portant source of demand for nickel. 
Despite their general state of pov- 
erty, more streamlined trains are 
going into commission and here, as 
well as in other rolling stock, nickel 
alloys are being used in order to ob- 
tain the same, or greater, strength 
with a saving in weight. The metal 
is being used also to reduce the 
weight of reciprocating parts in 
steam locomotives and Diesel en- 
gines: elsewhere, on _ railroads 
throughout the world, the corrosion- 
resisting qualities of various nickel 
alloys are being increasingly recog- 
nized. 

A considerable quantity of nickel 
is sold in the pure rolled state. Dur- 
ing 1936 the International Nickel 
Co. disposed of nearly 16,000,000 
pounds in this way. The chemical 
and petroleum industries are sources 
of demand for they both carry on 
processes in which metal contamina- 
tion is to be feared. For the same 
reason pure nickel is employed by 
many divisions of the food industry. 
It is used also by makers of radios 
and other electrical apparatus and 
for coinage. There are many coins 
of pure nickel, although the Amer- 
ican five-cent piece contains only 
25 per cent of the metal. 

Mention has been made already 
of “Monel.” This trade-marked alloy 
stands high on the list of nickel 
products. The International Nickel 
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Co. of Canada states that sales of 
“Monel” in 1936 aggregated nearly 
16,000,000 pounds. It is now being 
made in a number of modified forms 
for special uses: where greater hard- 
ness or machineability is required, 
for example. Not only is “Monel” 
being used more for its durability in 
use, but it is increasingly applied for 
its decorative effect. 

It would be possible to go on al- 
most indefinitely discussing the vari- 
ous ways in which nickel is now 
being used. Enough, however, has 
been said to back up the point that 
the metal now goes down so many 
channels that the International 
Nickel Co. is not nearly so vulner- 
able to slump as it once was. Never 
again will the cessation of a war 
leave this company virtually with- 
out an outlet for its principal prod- 
uct. Indeed, at the rate at which 
nickel is now being taken for peace- 
time uses, should there soon break 
out another major war, it is doubt- 
ful whether the company could ever 
fill its orders without materially in- 
creasing capacity still further. As it 
is, the world-wide rearmament pro- 
grams—including that of this coun- 
try which appears to be rapidly 
growing more ambitious—will do 
much to take up the slack in de- 
mand which has developed as a re- 
sult of the present recession. 

All in all, for its quality as a stor- 
age vault for capital, for its promise 
of ultimate profit, and for the insur- 
ance which it provides in the event 
of major hostilities, or as a stake in 
rearmament, building construction, 
utility expansion or general recov- 
ery, the stock of the International 
Nickel Co. of Canada offers the in- 
vestor something he can obtain in 
nc other company in the world. 





Swift & Co.—Armour & Co. 
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of the business. The financial posi- 
tion of both Swift and Armour has 
been greatly improved in recent 
years. During 1935, the former car- 
ried out successfully a major refund- 
ing operation and today the com- 
pany’s sole funded debt consists of 
$39,000,000 in First Mortgage 3%4s, 
whereas in 1932, at the worst of the 
last depression, there was some 
$51,000,000 in 5 per cent bonds out- 
standing. 


The capitalization of the Armour 
organization has long been a com- 
plicated one and simplification is 
still far from complete. Progress, 
however, has been made. The com- 
mon stock traded on the New York 
Stock Exchange is the obligation of 
Armour (Illinois), which is both an 
operating company and a holding 
company. The principal subsidiary 
is Armour of Delaware, with both 
bonds and preferred stock outstand- 
ing in the hands of the public. Some 
years ago, the old 7 per cent pre- 
ferred stock of the Illinois company, 
together with the dividend arrears 
that had accumulated thereon, was 
largely replaced with a new $6 pre- 
ferred and common. During the last 
fiscal year, the back dividends on 
the unexchanged 7 per cent pre- 
ferred were cleared up and payments 
initiated on the common. Also, last 
year the Real Estate 4%4s of the 
Delaware company, together with 
the 414s of the subsidiary, Morris & 
Co., were replaced with serial bank 
loans and an issue of 4s. 

Sooner or later one may expect 
the Armour organization to emerge 
as one company. It was to further 
this end that the management some 
months ago asked the authorization 
of stockholders for a $75,000,000 
bond issue. With the proceeds it 
was intended to retire the preferred 
of the Delaware company and cer- 
tain other obligations. Unfortunate- 
ly, the recent deterioration of the 
capital markets has made it neces- 
sary to modify extensively the origi- 
nal plans. Stockholders are to be 
asked at the annual meeting to be 
held at the end of the present month 
that the company be permitted to 
issue the bonds in varying amounts 
from time to time and that there be 
discretion as to time and conditions. 

Thus it will be seen, despite the 
obscurity of the near-term outlook 
for the meat packing industry, that 
Swift and Armour have been mak- 
ing considerable progress of a funda- 
mental nature. Every such step that 
has been taken means that there is 
that much less to fear should the 
present uncertainties in the outlook 
turn to prospects that are definitely 
adverse. By the same token it means 
that these companies are in a better 
position to benefit should there de- 
velop a sharp change for the better. 

Translated into specific conclu- 
sions for the benefit of security own- 
ers, it would seem that nothing very 
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much can be expected of the com- 
mon stock of either Swift or Armour 
until the future becomes more clear- 
ly defined. No material decline is ex- 
pected, particularly a decline which 
would run against the trend of the 
general market: it is only that these 
stocks are likely to drift until more 
is known about the course of the 
recession. At the same time, nothing 
can be seen that will make Swift’s 
bonds other than of the very high- 
est grade, while those for which 
Armour of Delaware is obligated 
should remain sound holdings. A 
year from now we should expect the 
Armour of Delaware preferred still 
to be considered a good issue of its 
type, while the preferreds of the IIli- 
nois company should be as they are 
today—somewhat speculative if con- 
sidered as investments, somewhat 
conservative if considered as specu- 
lations. 





For Profit and Income 
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the company may undertake new 
financing when conditions are pro- 
pitious. 


Industrial Briefs 


Electric Auto-Lite and Motor 
Products have received orders to 
supply parts for the new Hudson 
112 model. The mid-winter 
“flyers” of both Montgomery Ward 
and Sears, Roebuck reveal sharp 
price reductions. In certain textile 
lines the reductions ran as much as 
30%, while various types of house 
furnishings were reduced 20%. Tire 
prices on mail orders were cut from 
3% to 14%... . President Knudsen 
estimated General Motors’ earnings 
last year at $4.48 a share, which 
would compare with $5.35 a share 
in 1936. . .. Great Atlantic & Pa- 
cific Tea Co. closed eight units in 
Louisiana to avoid the $550 which 
they were compelled to pay. Chain 
store tax legislation has been intro- 
duced in the New York State legis- 
lature, but is believed to have little 
chance of enactment. .. . Procter & 
Gamble has announced reductions 
of 5% to 74%% in prices of leading 
soap brands, made possible by lower 
raw material costs. . . . Congres- 
sional investigation into rise in 
newsprint prices being urged and 
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leading newsprint companies are 
viewing with anxiety the decline in 
newspaper advertising. 





As I See It! 
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projects. But he does not seem to 
be able to compromise or adjust 
himself with business and industry, 
from whose support he has most to 
gain in achieving his purpose—that 
of bringing back prosperity for all 
and raising up the underprivileged. 

It is only in the past few months 
that the American people have come 
to a realization of the weakness that 
will prevent Mr. Roosevelt from 
carrying through the great ideal 
which he believed Destiny had set 
as his task. 

At the same time we have re- 
learned that there can be no perfect 
system until man is perfect—and 
human beings are a long way from 
that state. 

We know now—or we should 
know—that the way to progress is 
through patience, tolerance and com- 
promise, and not through any new 
social order. The system under 
the Administration’s attack has 
produced for our people the great- 
est prosperity and happiness that 
has ever been’ experienced by 
any nation in the history of the 
world; and should be preserved. It 
is based on natural laws— on liberty 
of action—on an opportunity for 
everyone—and suits man as he is 
constituted. 

We have nothing to gain by a 
change. Under a new order we 
would find as many abuses as we 
have under the old system, and in 
the struggle our civilization is bound 
to receive a setback that may take 
us hundreds of years to recover from. 

The progress of the human race 
has always come through initiative, 
resourcefulness, invention and con- 
centrated work, and not through so- 
cial-political upheavals. 





Happening in Washington 
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on surpluses, and on plain bigness. 


Tax appeals control by Adminis- 
tration is desired by some New 


Dealers reviving discussion of once: 
shelved plan to end independen 
status of Board of Tax Appeals and 
make its members trial examiners in 
Internal Revenue Bureau, on plea 
this would speed up tax litigation 
and end Government’s uncertainty 
as to ultimate revenue collections.) 
But some in Treasury don’t want 
this responsibility. 





Caterpillar Tractor 
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pares with a net profit for the eleven 
months ended November 30, 1936, 
of $8,479,442, or the equivalent of 
$4.50 a share for the common stock. 
Net sales for the eleven months’ 
period last year amounted to $60,- 
708,124, as compared with $49,807,- 
126 in the 1936 period. Financial 
position is wholly satisfactory; cur- 
rent assets at the end of last No- 
vember, including $2,299,788 cash, 
amounted to $34.820,152, while cur- 
rent liabilities were $4,414,299. 

Sales in September, October and 
November of last year ran behind 
the corresponding months of 1936. 
Recent levels for the common shares, 
around 53, however. compare with a 
1937 high of 100 and would appear 
to have rather fully discounted the 
less promising aspects of the 1938 
outlook, as they shape up at this 
time. It also appears that some 
modification in the dividend policy 
may occur. In 1937 common divi- 
dends totalled $5 per share—made 
up of $2 in cash and $3 in 5 per cent 
preferred stock. Acquired with a 
view to the company’s unquestion- 
able longer term promise, the shares 
of Caterpillar Tractor would appear 
to possess well founded merit. 


International Nickel 


International Nickel, as pointed 
out in the extensive analysis on page 
424, represents a stake not only in 
general business recovery but would 
share in an expanded armament pro- 
gram, in a resumption of building 
activity or utility expansion. If in- 
flation develops in coming months 
here is as good a hedge as can be 
found. 

Given halfway favorable condi- 
tions in 1938 holders of it should 
profit handsomely. 
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